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to help end 
bloodshed 

AlgetU rejected a pfanned visit 
by EXT t ffiriah which masked 
Eumfu^s fifet attempt to belp end 
ate jem of bloodshed. Foreign 
HEDZster Ahmed Attaf said: "fins 
Ba kHFlwdM eBdlnnaMtfals 
. nat.ajpwprhtB to dfawea fagor- 
Saoi maStas." Page 4 


Job losses loom 
as Hoechst’s 
drugs arm cuts 
costs by 5% 

Hoechst Marion Roussel, 
pharma ceuticals operations of 
German chemkah company 
Hoechst, is to cut costs by almost 
S percent, making job cuts likely 
at its main centres in Germany. 
France and the US. Hoechst 
shares fell DM0 J33 to DM&L8& 
Page 15 


Tbe American-led UN arms 
inspec tio n team that has been 
blocked for a second day by 
Baghdad teas investigating suspi- 
doas that Iraq tested chemical 

«yl Wntop^l -nr IJITIH I «■» prig. 
oners. chief UN seqms inspec- 
tor Richard Butler s&L Vagg 1< 
Editorial Coaoweat. gape 13 

Sfe3deSaS?% West 

control in any deal with the Pal- 
estinians. The derision will make 
it larder for President BSD CBn- 
tpn to break ite deadlock in the 
pace talks when lie meets braefi 

prhng ipw i tdw Bw q smSw Wab- 
pfm apd pafestjnian leader Vas- 
sir Arafat next week. Face 5 


lYri^t ifaddM fa Tnchth 

Turkish Cypriot officials in defer 

gatinM and nricowis ahmafi ka 

warning to tbe EU to reconsider 
its plans for accession talks with 
Cyprus’s &eek Cypriot govern- 
ment- PlageS . 


mart riitsitafiansul Thn Tiij. 

record company - part of Ger- 
man media group Bertelsmann - 
is merging its three European 
operations into two and has 
recruited ex-Sony Music execu- 
tive Richard Griffiths. 

Page 16 

Olyrnpfa iuo Maree t lto, the 

French soccer dub controlled by 
Adidas chief Robert Louis-Drey- 
fus, plans to seek a stock market 
flotation within three years of a 
chang e in French law allowing 
sports dnbs to become public 
limited companies. Page 16 


Hansapank and Hoiupank. are to 
merge via a share swap to create 
a Baltic financial services group 
with assets of more than Kr20bn 
($L4bn). Page 16 


Italy seeks to 
boost chance 
of a seat at 
Emu launch 

Rome aims to bring forward 
publication of 1999 budget 


Tokyo trading slate European 
and Japanese airlines have 
reacted angrily to a possible deal 
to redistribute used Mots at Nar- 
ita, Japan's main i ii tema t i hrffi il 
airport, to US airlines. Page 9 


flor maif Bn j m moMfah 
a Berfinrcourt ruling which 
threw oatanattanpt to reopen a 
nudear power station near Kob- 
lenz. The deoaon was a setback 
for utility group EWE Boogie. 
Page2 


—fnlililil Electric, a leading 
Japanese chip maker. Is wrfHng 
baric rm «a>mCmp diictor makin g 

m the US by baiting production 
at its North Carafina plant Page 

M. . 


A proposed deahanl off Canada's 
imntigratitai idshi prooqrted 

mnm w gn»^K . 

which say it would discriminate 
against people from c o unt rie s 
where English or French is not 
spoken. Pages - 
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The ISiitiiasssdw to &S0X.. . 
apologised for America’s failure 
to repose Greece’s 1967-7t mjB- 
iffix comzmfs 
w^shs^aAestabS^SiK^ 
fre^-viewaftbeUS. which fa 
taking a higher profile in trying 
to easedispntesin the region. 


MezkteiuukMznoed sharp coteiii 
public apendfngas a result <tf an 
unexpected drop in world cfl 
prices, which could deprive tbe 
exchequer ofJ2hn- Page 3 • 


Wo Unto shares surged after the 
Ai^o-Anstrahan mining giant 
outlined plans to buy back up to 
10 per cat of its equity. They 
gained nearly 8 per cent in Ai&- 
tniria and 9-7 , per ffnt in I^y i rirm 
Page IS; Lex, Page 14 

ge te oder^ investment banking 
and fimd managwiraut group, IS 
to res ti u c i nre its Asian securities 
operation, leading to 200 job 
losses. The move follows a lack- 
lustre year capped by three 

months’ market turmoiL Page 15 


By James Bflte in Rome 

Italy yesterday sought to 
strengthen its attempt to join the 
first wave of states launching the 
single European currency by say- 
ing it would bring forward publi- 
cation of outline plans for the 
1999 budget. 

In an attempt to reduce linger- 
ing concerns in Germany and the 
Netherlands over Italy’s hopes to 
qualify this year for economic 
and monetary union, tbe Trea- 
sury said it hoped to publish out- 
line details of its 1999 budget in 
mid-April - at least one month 
ahead of schedule. 

Early publication of tbe outline 
would mean it was available for 
May’s European Union s ummi t, 
which will decide on the states 
that win launch the euro next 
year. 

This would allow Italy to 
strengthen its argument that 
recent fiscal adjustments are 
pr oving sustainable. 

Tbe document is expected to 
announce fiscal ti ghtening next 
year of LHSOObn ($8hn). For the 
first time in years, tbe Treasury 
is not expected to have recourse 
to a supplementary bndget to 
make up for shortfalls in reve- 
nues. 

Yesterday’s announcement 
coincided with tbe publication of 
government details of tbe period 
.over which It believes it can 
reduce its overall debt, currently 
at 122.5 per cent of gross domes- 


tic product. In a document to be 
presented next week to EU 
finance ministers, who will 
assess Italy's finances, the 
Treasury says it could bring the 
overall debt level down to 60 per 
cent of GDP - as required under 
the Maastricht treaty - in 12 
years. 

According to the document, 
leaked to Italian news agencies, 
overall debt will come down to 
this level if Italy achieves aver- 
age GDP growth of 45 per cent, 
average interest rates of 5 per 
cent and an average primary 
surplus or 5.5 per cent of GDP 
over the period. 

Assuming privatisation 
receipts of 05 per cent of GDP a 
year over the period, overall debt 
would fall below 100 per cent of 
GDP in 2002, reaching 60 per cent 
in 2009. Such calculations 
appeared designed to calm 
remaining worries among some 
or Italy’s EU partners over its 
entry into Emu. 

Earlier this week, German and 
Dutch papers reported that Gerrit 
Zalm, the Dutch finance minis ter, 
had privately indicated that he 
would resign if Italy was given 
tbe green light to enter Emu in 
May. 

However, Professor Herbert 
Hhx. head of the German govern- 
ment's economic advisers, was 
reported in La Repubblica news- 
paper yesterday as saying it was 
"inevitable” Italy would be 
admitted. 



Indonesia’s President Suharto (right) yesterday met US defence secretary W illiam Cohen in Jakarta to 
discuss his country's economic problems and a new package agreed with the IMF which is likely to 
include revisions to last week’s controversial budget Report. Page 14 pm** iwm 


EU banana quota plans 
encounter US opposition 


accelerated, wife retail sales ris- 
mgby a seasonally adjusted 0.7 
per cent in December. Page 14; 
Personal View, Page 12 


n aofc p fc is re treati ng in the fight 
with arch sportswear rival Nike 
for supremacy in sports sponsor- 
ship. Reebok spent $400m and 
Nike 511m on sports sponsorship 
last year. Page 15 


Brent Spar faces 
‘Norwegian solution 9 


fadgebear^^atobmptof 
court c a se against software com- 
: pany Microsoft adjourned it to 
January 22. Earlier report. 

Page 4 
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Cmfcoy Tc ten epp — shares 
jumped 52ftp to 6S5p after Dr 
Pepper/Seven Up, US arm of the 
UK soft drink and confectionery 
c om p an y , struck a new bottling 
and dfetrfbutian deal with Coca- 
-Goia Enterprises. Page 20 


is mak ing a special C$23bn 
(USJ2to) fbortlMiuarter charge. . 
The writeoff wfi! mean a bjg loss 
forfhe quarts- but will not affect 
dividends, BGE said. Page IS 


fi r wirh tegteefc r ulra; Ranee 
fa Kkely to liberalise the rules 
about quoted companies buying 
back their own shares, inline 
with a stock market regulator’s 
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By Tim Burt in Oslo 

The Brent Spar o&shore platform 
may be dismantled in a fiord on 
the west coast of Norway, more 
than two years after an environ- 
mentalist outcry persuaded 
Royal Dutch-Shell, its owner, to 
abandon plans to dump it at sea. 

Kjell Magne Bondevik, the 

Norwegian prime minister, said 
he believed a “Norwegian solu- 
tion'’ would be found for the 
14,500-tonne ofl loading bnoy 
moored in the Ei fiord. 

He confirmed that Norway had 
dropped its opposition to the 
platform being dismantled an its 
territory - a move described by 
Shell UK Exploration and Pro- 
duction, the oil group’s UK sub- 
sidiary, as a “significant step”. 

“X think it wfll be disposed of 
to Norway,” said Mr Bondevik. 
He declined to comment on 
which disposal option the gov- 
ernment preferred. 

Shell Expro is expected to pub- 
lish its p re fe rred disposal option 
in recommendations to the UK 
Department of Trade and Indus- 
try this month. 

1110. .recommendations will 
draw on a technical report by 


Det Norsk e Veritas, the Norwe- 
gian classification and inspec- 
tion society, which outlined its 
findings last October after a 
study of eight possibilities. I 
including the original deep-sea 
plan. 

The disposal of Brent Spar 
could set a precedent for han- 
dling ageing platforms after 
decommissioning. 

Shell Expro declined to release 
any details of its recommenda- 
tions for Brent Spar bat said its 
decision would be subject to a 
full consultation process and 
government approval. 

But Norwegian officials expect 
Shell Expro to back a plan from 
Wood-GMC. an Anglo-Norwegian 
consortium, to which the struc- 
ture would be cut into rings and 
tbe segments used to reinforce a 
new quayside to Stavanger. 

Det Norske Veritas cited the 
plan as one of the most energy- 
efficient and least environmen- 
tally damaging, although it was 
one of the more expensive at 
£21.5m ($35m) compared with 
£4. 7m for deep-sea disposal. 

Nevertheless, Kvaerner, the 

Continued on Page 14 


By Emma Tucker in Strssbowg 
and Daniel Dombey in Brussels 

Some of Europe's traditional 
banana suppliers in former col- 
onial countries may lose out 
under proposals announced 
yesterday by the European Com- 
mission to bring jts controversial 
import regime "into line with 
World Trade Organisation rules. 

The current system bad been 
criticised as unfair by tbe US - 
and US officials immediately 
expressed doubts that the latest 
changes conformed with inter- 
national trade law. “It is cer- 
tainly not clear that these pro- 
posals as we understand them 
are consistent with the WTO rul- 
ing ” said one. “We are examin- 
ing all our options.” 

The measures put forward by 
Franz Fischler. the agriculture 
commissioner, aim to maintain 
the EU's obligations to trad- 
itional banana suppliers in Afri- 
can, Caribbean and Pacific (ACP) 
countries while meeting its obli- 
gations to the WTO, which last 
year upheld a challenge to tbe 


regime mounted by US and Latin 
American producers. They 
include measures for a 10 -year 
modernisation to make produc- 
tion more efficient for traditional 
suppliers and scrapping the 
highly controversial import licen- 
sing arrangements. 

Mr Fischler said the amount of 
money available to help tbe ACP 
countries would be decided after 
discussions on the EU budget in 
a few weeks, but acknowledged 
there would be losers among 
some of the producing countries. 
The Commission is likely to pro- 
pose funding of no more than 
Ecu450m (84 12.8m) - substan- 
tially less than amounts previ- 
ously considered. 

The reforms have to be 
approved by a qualified majority 
of tbe EU’s 15 member states 
before they become operational. 
Continued assistance to the ACP 
producers reflects French and 
British concerns for their former 
colonies, which argued that aboli- 
tion of the 1993 regime would 
lead to economic crises, possibly 
forcing producers to turn to drug 


production. Germany, and other 
EU countries with no ties to 
banana producers, always 
opposed the regime. Erwin Stier. 
an official at BDF, one of Ger- 
many’s biggest fruit trading asso- 
ciations. condemned tbe Commis- 
sion proposals, saying they would 
lead to rises in banana prices. 
"This is a terrible solution,” he 
said. “We are going to fight." 

Under the proposals, the exist- 
ing tariff quota of 2.2m tonnes 
will be maintained at its present 
level and at the same rate of duty 
of Ecu75 per tonne. A further tar- 
iff quota of 353.000 tonnes at a 
duty of Ecu300 per tonne will be 
established to take account of the 
accession of Sweden. Finland and 
Austria to the EU and ensure 
adequate supplies, to the market, 
said the Commission. 

The maximum quantity for 
traditional ACP imports will be 
maintained at the present level of 
857.700 tonnes at zero duty. 

“We have not the slightest 
doubt that our proposals are 
WTO compatible," said a 
Commission official. 


It's a Gnven challenge 


Markets 


I Inside 



C0MMBVT & ANALYSIS 


• Ms af Ferapine 
Paga 12 

• Haw CBaKMt new pofides 

Page 13 

• Leasfeg « by fax changes 

UK News, Page 10 

• Japan’s cm eqwtirddvs 
World Trade News, Page 7 


TECHNOLOGY 



The comeback kid returns with a 
new burst of energy, Page 13 


jJIalS&a a ttain 


• firapran research forotag 

Technology. Page 21 

• Sorih African power 
Technology, Page 21 

• Mp prices slip 
CammotSHes, Page 24 • 

EMERGING MARKETS 

FINANCE 

• Venezuela m twmol 

• Attaratancy Bega-aogns 

| American Company News, Page 18 

~ Worid Stock Markets, Page 34 
• MgbGgUs at a glance 
Global Equity Markets, Page 33 

FTxom: the FT web site provides updated news and an updated 
archive of back articles at http://wwwJFT.com 


Are you moving 
up or down? 


Cinven 


vision 


Ms IT Leffns 12 Companies 16-20 Bonds 22 Currencies 23 Worid Equities 28-34 











TZ(T 


NEWS: EUROPE 


European Commission gives Frankfurt three months to meet airline complaints 


Airport told to dismantle monopolies 


NEWS DIGEST 



By Emma Tucker 
in Strasbourg 

Frankfurt airport was 

yesterday given three 

months to dismantle monop- 
olies it holds over a wide 
range of airport services, 
including baggage handling 
and the provision of airline 
meals. 

The European Commission 
ordered the airport authori- 
ties to act after complaints 
from Air France, KLM and 
British Airways that the air- 


German 
nuclear 
reactor 
must 
stay shut 

By Ralph Atkins in Bonn 

German environmentalists 
yesterday hailed a Berlin 
court ruling which threw' out 
an attempt to reopen a 
DM7bn iS3.8bn) nuclear 
power station near Koblenz 
on the Rhine that has stood 
silent for almost 10 years. 

The decision was a sub- 
stantial setback for RWE 
Energie. the Essen-based 
utility group, which has 
incurred heavy costs in 
developing and then moth- 
balling the power station at 
Miilh eim-Karlich. 

The power station was 
closed in 1988 after just 10 
months' operation, in 
response to complaints that 
it was unsafe because it had 
been built in an area prone 
to earthquakes and that the 
approvals process had been 
faulty. Us long stagnation 
highlights the scale of Ger- 
man opposition to nuclear 
power. Germany has 20 
nuclear power stations in 
total, including the Mfli- 
heim-Kariich plant. 

RWE, which has run up 
large legal bills, faces a 
choice of restarting the 
lengthy and costly approvals 
process, or cutting its losses 
and concentrating on suing 
for damages. The company 
said yesterday it would not 
take an immediate decision 
but would wait to study the 
court verdict in detail. 

"We can't understand this 
decision. The operation of 
one of the world's safest 
power stations is being 
blocked again on purely for- 
mal legal grounds,” said 
Werner Hlubek, RWE Ener- 
gie board member. The judg- 
ment was also a setback for 
Germany's economic com- 
petitiveness. i 

But the ruling was wel- i 
corned by the opposition 
Social Democratic party 
(SPD) and Greens, who could 
form a coalition in Bonn 
after federal elections on 
September 27. Michael 
MUller, the SPD's environ- 
ment spokesman in parlia- 
ment. said: “Supporters of 
giant atomic power stations 
should be sent quickly into 
retirement.” 

Ursula SchSnberger. 
atomic policy spokesman for 
the Greens, said the Berlin 
judgment was "a victory of 
ecological reason". 

The ruling was also a per- 
sonal embarrassment for 
Helmut Kohl. Germany's 
chanceii or, who was prime 
minister of Rhineland-Palati- 
nate - the federal state 
which includes Mulhelm- 
Kiirtich - when the first 
approvals Tor the power sta- 
tion were granted in 1975. 

Last year. Germany's 
supreme court ruled RWE 
could file for losses incurred 
after July 1977 only when 
revised plans were approved. 
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port was abusing its domi- 
nant position by not grant- 
ing them the right to provide 
the services themselves, or 
giving other companies the 
right to do so. 

The areas where the air- 
port has to open up to com- 
petition include runway 
operations, refuelling, the 
handling of freight and 
postal service, and cl ea n in g. 
The airport had argued that 
constraints on space and 
capacity justified its monop- 
oly. 


The decision is in line with 
European Union legislation 
designed to liberalise ground 
handling in all EU airports 
that handle a minimum of 
lra-3m passengers a year, or 
at least 25.000-75,000 tonnes 
of freight. 

The Brussels competition 
authorities agreed to give 
Frankfurt a partial reprieve 
for its Terminal One, where 
heavy reconstruction is 
being carried out. The east- 
ern part therefore has until 
January 2001, but the west- 


ern part will have to allow 
self-handling (by rival air- 
lines) immediately and a 
third party handler by Janu- 
ary next year. The same 
applies to Terminal Two. 

The small er airport at Dus- 
seldorf was given until end- 
1999 to liberalise its ground 
handling services. This deci- 
sion recognises capacity con- 
straints created at the air- 
port by a fire in 1996. 

Under EU legislation 
monopolies on ground han- 
dling will have to be phased 


out by 1999. but airports are 
allowed to apply for two-year 
exemptions. 

Duopolies have to be abol- 
ished by 2001. The legislation 
has been attacked by the EU 
airline industry as insuffi- 
cient. on the grounds that it 
fails to address the objective 
of ground handling deregu- 
lation. which was to give air- 
lines control over all han- 
dling costs. 

German publishers and 
bookshops also came under 
fire from the Commission 


yesterday, after Brussels 
decided to open an investiga- - 
tion into the way they and 
their Austrian counterparts 
fix book prices. 

The Commission believes 
the book industry should 
explore other ways of sup- 
porting a policy of “ambi- 
tious'' literary publication 
rather than through direct 
subsidies. The Commission 
probe follows a request by 
the publishers in 1993 for an 
exemption from competition 
rules. 



France likely 
to liberalise 
buyback rules 


An unemployed protester wearing a mask of Lionel Jospin, prime minister, this week rm« 

French unemployed 
to continue protests 


By Andrew Jack in Paris 

France is likely to liberalise 
the roles governing the right 
of quoted companies to buy 
back their own shares, in 
line with recommendations 
issued by a senior executive 
of the country’s official stock 
market regulator. 

Bernard Esambert. a mem- 
ber of the Commission des 
Operations de Bourse (COB), 
called yesterday for legisla- 
tion allowing companies to 
buy back and cancel up to 10 
per cent of their capital 

The action could pave the 
way for a wave of buybacks, 
following the trend in the 
US. the UK and other finan- 
cial markets in the last few 
years. The procedure allows 
companies to boost earnings 
per share by cutting the 
number of shares which are 
quoted, and returning sur- 
plus profits to investors. 

A n umb er of French com- 
panies have already 
announced plans to buy 
their shares for cancellation, 
including Scor, the reinsur- 
ance group. Elf Aquitaine, 


the oil group, and Seita, the 
tobacco group. 

However, strict regula- 
tions and penalising tax 
charges mean the process is 
fraught with difficulties at 
present, putting companies 
quoted on the Paris stock 
exchange at a disadvantage 
to competitors listed on 
other stock markets. 

The new recommendations 
are s imilar to those made in 
an influential report issued 
in 1996 by the centre-right 
French Senator. Philippe 
Marini, on reforms to com- 
pany law. But these recom- 
mendations were frozen 
after the election of the left- 
wing coalition government 
last May. 

Mr Esambert said yester- 
day that since he began 
ex aminin g the subject last 
July, he had met no objec- 
tions during his talks with 
government officials and 
market operators. 

The principal obstacle to 
swift changes in the buy- 
back rules could be the gov- 
ernment’s heavy legislative 
schedule. 


‘Fast-track’ justice 
for soccer thugs 


David Owen in Paris 

Representatives of France's 
unemployed vowed yester- 
day to continue the national 
movement that has rattled 
the Socialist-led government 
in recent weeks, and urged 
students and workers to join 
them on Saturday in new 
nationwide demonstrations. 

“Faced with the arrogance 
of the Patronat [the main 
employers' federation], the 
silence of Unedic Ithe coun- 
try’s unemployment insur- 
ance committee], and the 
absence of new government 
proposals, a movement abso- 
lutely must continue," the 
four leading unemployed 
associations said in a joint 
statement. 

The government of Lionel 
Jospin, prime minis ter, has 
taken comfort in the fact 
that the movement, though 
garnering much publicity, 
has not so far spread to 


other groups. The extent to 
which students and workers 
participate in Saturday's 
events may thus be seen as a 
gauge of whether the pro- 
test, in support of higher 
benefits for France’ s 3.1m 
unemployed, is finally run- 
ning out of steam. 

The pro-Communist CGT 
trade union, which bas 
played a prominent role in 
many of tbe protests, said 
yesterday that it would 
“engage fully” in the new 
demonstrations and urged 
other unions to participate. 

In a new measure of public 
attitudes to the protest, a 
BVA survey indicated that 
52 per cent of French people 
thought the unemployed did 
not receive too many bene- 
fits, with 41 per cent holding 
the opposite view. 

Meanwhile, a Communist- 
proposed measure increasing 
aid for some older unem- 
ployed people was passed 


unanimously in the National 
Assembly. 

In another important test 
for the government, negotia- 
tions got under way yester- 
day between Emile Zuccar- 
elli, civil service minister, 
and representatives of 
France's more than 5m civil 
servants. 

The government is aiming 
to secure a two-year agree- 
ment covering 1998 and 1999 
by the end of this month. 
The shape of the settlement 
will have an important bear- 
ing on France's ability to 
meet its budget targets. 

Mr Zuccarelli warned that 
if a deal was not reached, 
the government would take 
unilateral measures that 
would be “less favourable for ^ 
the civil servants and for 
this country”. Civil servants 1 
bad legitimate expectations, 
he said, pledging not to 
make them “a scapegoat or 
the crisis”. 


By Jimmy Bums 

The French government 
plans to nse a system of 
“fast-track" justice to deal 
with soccer hooligans dur- 
ing this summer's World 
Cup tournament 

It also claimed yesterday 
to have introduced a spe- 
cially secure ticketing sys- 
tem. making it very difficult 
for tickets for matches to be 
bought on the black market 

Details of security 
arrangements for the tour- 
nament were announced by 
French officials to stem 
growing fears among British 
soccer and police officials 
about the risk of violence 
breaking ont during the 
tournament. 

According to French offi- 
cials, a state prosecutor will 
be present at each match, 
liaising with police, and 
with the powers to act 
swiftly against offenders. 

Dominique Spinosi, direc- 
tor of security for the tour- 


nament's organising com- 
mittee, said tickets would be 
made available to French 
supporters only three weeks 
before the match. 

“If there is trouble in a 
certain seat, we will know 
who the ticket for that seat 
was sold to," she said, after 
pledging that police would 
use all force necessary to 
deal with any trouble. 

The arrangements were 
announced after a meeting 
in Paris involving Ftench 
security officials, British 
police officers and represen- 
tatives of the English and 
Scottish football associa- 
tions. 

Sir Brian Hayes, the 
English Football Associa- 
tion’s security adviser, said 
he was concerned by the 
small number of tickets 
which tbe French were mak- 
ing available to English fans 
for the opening matches of 
the tournament. The FA 
believes this will fuel a 
black market 


No ‘second breath’ for Czech reform 

Robert Andersou on continued political instability that threatens the economy 


C zech politicians have spent 
the last few weeks dreaming 
up ways to cut short the cur- 
rent parliament’s term without vio- 
lating a constitution that did not 
envisage it ever being necessary. 

The long delay and. even more, 
the prospect of another five months 
of weak government threatens to 
hold back tbe country's transforma- 
tion just when the last government 
had begun to realise how far the 
country had fallen behind its neigh- 
bours and reform was beginning to 
pick up some momentum. 

"The transformation process 
stopped half way,” said President 
Vaclav Havel in a speech to parlia- 
ment last month. “It is high time 
that our economic transformation 
caught a second breath." 

After a currency crisis last May - 
precipitated by a current account 
deficit of more than S per cent of 
gross domestic product - the govern- 
ment of Vaclav Klaus reacted with 
plans to speed up privatisations and 
reform the capital markets. But poli- 
tics intervened and Mr Klaus was 
forced to step down at the end of 
November over a politico] party 
funding scandal. 

Now the caretaker government 
will proceed with the proposals that 
are already working their way 
through parliament, such as the cre- 
ation of a stock market watchdog 
which was approved on Tuesday. 
But because it lacks the strong sup- 
port of the two main parties, it will 
not be able to promote privatisation 


and is not likely to be able to make 
real progress on legal and adminis- 
trative reforms which are necessary 
to Improve the country's economic 
performance and prepare it for entry 
to the European Union. 

The fall of Mr Klaus, who had 
dominated Czech politics for six 
years, had been predicted ever since 
the inconclusive elections of 1996. 
But that has not made it any easier 
for the country's politicians to agree 
how to rebuild a stable government. 

Initial hopes of re-creating the 
fractured coalition under a new 
prime minister after Mr Klaus's res- 


technocrats, politicians from minor 
parties and 0DS rebels. 

President Havel, who had been 
planning for such a political stale- 
mate. played a key role in putting 
together the cabinet, in the end per- 
suading Josef Tosovsky, the central 
bank governor, to step into the 
breach. 

"Both main political parties are 
now in opposition." says Ivan Gabal, 
a political analyst and campaign 
manager in 1990 for Mr Havel’s pro- 
democracy Civic Forum movement. 
“The politicians don't feel a respon- 
sibility to pull tbe country out of the 


Further weak government threatens to 
hold back the country’s transformation 


ignation were frustrated by his 
determination tu continue as leader 
of his Civic Democratic party CODS), 
which he achieved by winning re- 
election last month. 

A caretaker government and early 
elections were then seen as inevita- 
ble but it has only been this week 
that the new technocrat-led adminis- 
tration and the main parties have in 
principle agreed to hold elections in 
June. 

The politicians have not just been 
lacking a sense of urgency over the 
need to end the political instability, 
they have also refused to take 
responsibility for guiding the coun- 
try in the interim and have left gov- 
ernment to a motley collection of 


mess.” 

Jiri Pebe. President Havel's politi- 
cal adviser, argues that the nature of 
the political transition and the party 
list-based electoral system make the 
parties closed, elitist and unw illing 
to co-operate. "They are like sects,” 
he says. "They are unable to talk to 
each other." 

After Mr Klaus carved the 0DS 
out of Civic Forum in 1992, he domi- 
nated the political scene and rub- 
bished any “third way” for the coun- 
try to progress from communism. 
Milos Zeman. who has a poor per- 
sonal relationship with the acerbic 
former premier, built up a social- 
democrat alternative by launching 
fierce rhetorical attacks on the gov- 


ernment. particularly over alleged 
corruption, the issue which finally 
destroyed Mr Klaus's coalition. 

Both leaders try to paint them- 
selves as diametrically opposed, 
even though the ideological battle- 
ground they contest is a narrow one, 
and therefore a grand coalition of 
parties is ruled out. 

They have also both Individually 
refused to join a caretaker govern- 
ment. Mr Zeman prefers to take 
responsibility when he is voted in. 
Mr Klaus feels no need to sit down 
with the plotters who brought down 
his government 

Mr Tosovsky Is still not confident 
of winning a vote of confidence 
scheduled for January 27 as the two 
main parties try to Impose condi- 
tions for their support which 
threaten to tie bis hands. Mr Zeman 
in particular has won an undertak- 
ing that privatisation of the three 
remaining large state-owned banks 
will be left to the next government. 

In his speech Mr Havel said the 
country's economic performance had 
been damaged because it had 
“behaved like the spoiled child in a 
family, or the top of the class who 
believe they can give themselves an 
air of superiority and be everyone 
else’s teacher”. 

It now looks like it will have to 
pay an economic price for tbe demo- 
lition of that arrogance as the right 
wing regroups and the leftwing pre- 
pares for the opportunity to lead the 
country’ into Its third phase or tran- 
sition from communism. 



Montenegro's political crisis erupted into violence last 
night when supporters of the Yugoslav president, . - 
Slobodan Milosevic . tried to storm the main government 
building and were driven back by riot police firing-volleys 
of teargas_ . 

Several thousand demonstrators whipped up by Momir 
Bulatovic, the outgoing president of Montenegro and a 
Milosevic ally, marched down the main boulevard ln the 
f-gpifed Podgorica, to government offices used by , their - 
rival, the pro-western prime minister fcfUo Djukanovic. " 
Montenegro is the smaller of the two republics which 
make up federal Yugoslavia. The other is Serbia; of which 
Mr Milosevic was president until last year. 

Mr Bulatovic has accused his reformist opponent of 
rigging presidential elections last October. Mr Djukanovic 
is due to be sworn in as the new president today, but his 
supporters feared that Mr Bulatovic, in his last hoursof 
office, would try . to create a pretext to call a state of . 
emergency. 

The mob hurled abuse and rocks at the iiro-Djukanovic 
police force guarding the building, but were driven back 
by teargas and percussion grenades. Several gunshots 
were beard and explosions echoed through the city of 
100,000 people. Guy Dinmore, Podgorica 

■ GERMAN INDUSTRY 

Austrians ‘agreed steel sale 9 

The government of Lower Saxony headed by Gerhard 
Schrbder, a possible Social Democratic chancellor 
candidate in September's federal elections, moved last 
week to buy a local steel business just as it was dose to 
being sold to an Austrian group, it emerged yesterday. 

The Voest Alpine steel group confirmed it had struck a 
basic agreement to buy Preussag Stahl which was 
“practically ready to sign". It expressed surprise that the 
business had instead been sold to the Lower Saxony 
government and the publicly owned Norddeutsche J 

Landesbank -I 

The state government defended its move, saying Mr | 
Schroder’s intention was to ensure that “decision-making I 
responsibilities" at Preussag Stahl remained in the federal j 
state. Under a deal expected to be concluded at the end of I 
February, the state and Norddeatsche will initially ’ 
acquire a 51 per cent stake in Preussag Stahl. The 
rem aining shares would be transferred later. Lower . . j 

Saxony is understood to have offered to match Voest . J 
Alpine’s bid, thought to have valued Preussag Stahl at . I 
DMl.3bn (3720m). Ralph Atidns, Beam I 

■ RUSSIAN CRIME I 

Bomb ‘aimed at governor’ 

Eduard Rossel, one of Russia's most powerful regional ] 

leaders, was yesterday the target of an apparent I 

assassination attempt when a small bomb exploded near I 
his passing car. No one was hurt in the incident 
Mr RosseL governor of the Sverdlovsk region in the - I 
Urals, where Boris Yeltsin cut his political teeth, styles 1 
himself as a pragmatist whose overriding concern, is to. . . j 
get his industrial region moving again. L 

But Yekaterinburg, the region's capital, acquired an I 
infamous reputation in the early 1990s as a centre of J 
organised crime. As a series of recent attacks on * 1 

government officials have shown. Russia's criminal j 
bosses appear increasingly prepared to challenge local ] 
administrations. Last August, Mikhail Manevich, deputy I 
governor of St Petersburg, was shot dead by a sniper. 1 
Mr Rossel's press secretary said he was convinced the I 
explosion was directed at tbe governor. “Such a ... I 
coincidence cannot be,” he said. “If if was hooliganism. j 
then what kind of hooliganism is it that is directed 1 

against the governor?” John Thornhill, Moscow I 

■ BUNDESWEHR EXTREMISTS 

Neo-Nazi barred from inquiry 

Manfred Roeder, the convicted neo-Nazi at the centre of a I 
storm surrounding the German army, was barred from J 
entering the parliament building in Bonn yesterday as a j 
committee of MPs began an investigation into far-right j 
extremism in the Bundeswehr. j 

Mr Roeder was not allowed in on the grounds that the 1 
hearing was not public and he did not have a pass. He I 
told reporters that conservative values were being j 

blackened as “neo-Nazi or for right”. j 

The inquiry was set up alter the revelation last month I 
that Mr Roeder, who was convicted and jailed far terrorist j 
activities in the 1980s, had given a speech, about resettling J 
ethnic Germans in eastern Europe to the Bundeswehr’s j 
elite academy in Hamburg in 1995. * ; . j 

Opposition parties sought a wide-ranging inquiry but . j 
MPs in the ruling Christian Democratic party of Helmut I 
Kohl, chancellor, suggested the committee's formation I - 
was part of a "din” ahead of Germany's federal elections J 
in September. Ralph Atfdns. Barm \ 

■ RUSSIA AND UKRAINE . I 

Kiev ratifies treaty j 

Ukraine's parliament ratified a friendship treaty I 

yesterday with neighbouring Russia, more than six years I 
after the two countries were separated after the Soviet j 
Union’s demise in 1991- _. I 

The foreign minister, Hennady Udovenko, told the - - j 
chamber that the 317 to 27 vote of approval for the J 

document, signed in Kiev last May. was an historic I 

moment. “This document has solidified not only firm. ] 
international obligations - to respect Ukraine’s j 

independence and sovereignty - but has become the legal. I 
basis on which mutual relations will be based in various I 
areas.” be said. 

Ukraine's prime minister. Valery Pusto voitenk o said I 
the agreement would provide for the stable growth of ' I 
trade relations between the two countries. Russia ' . I 

accounted for 47 per cent, dr {28b n, of Ukraine's trade last I 
year, he said. 1 

Earlier this week, Kiev’ and Moscow agreed to scrap j 
value added taxes on their goods, and Ukrainian officials I 
said it would boost exports to Russia by 20-25 per cent | 
Ukraine's parliament asked its Russian counterpart to j 
make ratifying the treaty a priority. Reuters. Kiev I 

■ SWISS WAR RECORD 

Labour camp claim rejected 

Switzerland yesterday rejected as “outrageous” I 

allegations that It treated Jewish refugees like slaves in j 
i forced labour camps during the second world war. I 

“We think that the term ‘slave Labour camps’ is 
outrageous and dishonest,” said a spokeswoman for the I 
government task force handling charges about the I 

country’s wartime past. j 

She was responding to a highly critical historian’s I 
report compiled for the Los Angeles-based Simon I 

Wiesenthai Centre and released on Tuesday. I 

Entitled "Tbe Unwanted Guests - Swiss Forced Labour J 
C-amps 1940-1944", the report by the US historian Alan j 
Sctaom said that thousands of Jews entering Switzerland I 
had been forced into labour camps where they toiled at 
gunpoint for little or no pay. I 

The spokeswoman for the government task force said I 
that refugees had been able to leave the camps in the 
evenings and at weekends, and that many had attended J 
university. Jews had been treated no differently from any I 
other refugees. “Labour camps in Switzerland were by no 
means concentration camps and they were not prisons,” j 
she said, Reuters, Zurich j 
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By K^GoiituHer In Ankara 

Tatter's - decision this week 
to include Turkish Cypriot 
officials in Turkish delega- 
ikaa aod miseries abroad is 
a warning to the European 
Union to reconsider its plans 
for accession talks -with 
Cyprus* Greek Cypriot gov* 

eminent. 

The decision, announced 
in an agreement between 
Turkey and the seif-styled 
Turkish Republic of North- 
ern Cyprus, signals that 
Ankara has every intention 
.of stepping crp. integration 
with northern Cyprus If the 
the south’s ED talks go 
ahead. r ;-• ■ 

.. The.US ami ETJ ore keen to 
broker a settlement this year 
far Cyprus, which has been 
divided since 1974- when 
Turkish troops occupied the 
mirtHerri one-third of the 
island : in _ response to a 
Greek-backed coup.' 

But Turkey has been 
highly critical of the ED 
since the Union confirmed 
last month that it intended 
to begin talks with the inter- 
nationally; recognised Greek 
Cypriot government. Tur- 
key’s prime minister, Mesut 
Yiimaz. angrily declared that 
the “EU would be responsi- 
ble for the ultimate division 
of Cyprus". 

The agreement on joint 
Torkish-Turirish Cypriot dip- 
lomatic missions builds on a 
declaration last July in 
which Turkey and northern 
-Copras announced measures 


toward farther integration in 
the fields of defence, the 
economy, "finance and diplo- 
macy. The declaration 
stored short of calling for 
annexation, stating that the 
Turkish Cypriot entity 
would continue to exist is 
an “independent state". 

Turkey, Which maintains 

35,000 troops in the north, 
has long pledged as a matter 
of national honour to defend 
Its Turkish Cypriot neigh- 
bours from -attack. 

Tensions have risen on the 
island since the Greek Cyp- 
riot government announced 
last year the purchase of a 
Russian S-300 missile 
defence system, due to be 
delivered next s umm er. Tur- 
key has warned it will take 
military action to prevent 
the missile deployment 

In response to a Greek 
Cypriot announcement that 
an air base would soon be 
opened in Paphos in 
southern Cyprus, the Turk- 
ish Cypriot newspaper 
Kibris reported this week 
that Turkey planned to 
counter the move by build- 
ing two naval bases on the 
east and west coasts of 
northern Cyprus. Turkey 
would also transform a small 
airport In the eastern Fama- 
gusta region into a military 
air base, it sakL 

A Foreign Ministry spokes- 
man did not confirm the 
Kibris newspaper report, but 
reiterated Turkey's intention 
to take "whatever measures 
deemed necessary". 
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A hundred days on the slalom 


Buoyant economy helps Norway’s 
minority coalition, reports Tim Burt 


K jell Magne Bondevik intends 
to celebrate his first 100 
days as prime minister of 
Norway by proclaiming that his 
minority coalition has laid the foun- 
dations for an era of "good govern- 
ment" in the oil-rich kingdom. 

The former pastor, and Christian 
People’s party leader, says his 
administration will demonstrate 
how one of the world's richest econo- 
mies can use its wealth to Improve 
living standards at home and 
abroad. 

In his first Internationa] newspa- 
per Interview since taking office last 
September, Mr Bondevik made plain 
that Norway would divert more or 
Its oil surplus to improving care for 
the elderly and family benefits at 
home, while substantially increasing 
overseas aid spending. 

"My two big concerns arc how to 
improve Lbe moral values and health 
of Norwegian society, and at the 
same time help developing countries 
with more aid," be said. 

Ail this is uncontrovcrsial stuff. 
But the prime minister's plan to set 
up a "Values Commission" to re- 
examine how best to administer Nor- 
way's generous welfare system has 
won acclaim among voters, with 
opinion polls showing strung sup- 
port for the scheme. 

Moreover, international aid organ- 
isations have welcomed his propos- 
als to lift the proportion of gross 
domestic product devoted to aid 
spending - already the world's high- 
est - from 0.8 to more than l per 
cent That could push the country's 
annual aid budget up to NKrl3bn 
($i.7bn> a year. 

Such policies have won broad sup- 
port from parliament, where the 


coalition of the Christian People's 
party, Liberals and Centre party 
assumed power after winning less 
than 26 per cent of the vote at lust 
September’s general election. 

Mr Bondevik knows he is on safe 
ground by emphasising such initia- 
tives. More important, he ts aware 
that the coalition risks political sui- 
cide by confronting either the 
Labour party on the left or the Con- 
servatives and Progress party on the 
right with radical ideas. 

"We cannot be as bold as we 
would like to be. That is the political 
reality," he said. "But we have come 
through the first three months with- 
out serious problems and shown that 
wc can deal with both left and 
right." 

That manoeuvring has led to the 
coalition being dubbed the "slalom 
government". In order to get its 
autumn budget approved, for exam- 
ple. It negotiated first with its 
Labour party predecessors and then 
with its Conservative and Progress 
party rivals to agree a formula. 

It Is a process made easier by Nor- 
way's happy economic circum- 
stances. Politicians may bicker 
about particular policies, but none 
wants to risk derailing an economy 
which enjoyed growth last year of 
3.9 per cent. Inflation and interest 
rates remain relatively modest, and 
unemployment low. 

Given that the oil surplus for 1997 
is expected to reach almost 
NKr&Sbn, Mr Bondevik certainly 
finds himself in a comfortable situa- 
tion. But he said his government 
would not leave the economy to 
steer Itself. 

The government Is constrained 
but not cornered by its minority 



Bondevik: “improving the moral values and health of society" 


hold on power. The prime minister 
rejects opposition suggestions that 
real power has passed from the gov- 
ernment to parliament. "We can 
take many decisions without refer- 
ring to parliament, and are doing so. 
The art is to use influence and per- 
suasion to win our case." 

The government could face its first 
real test this spring, when it intends 
to ban the proposed construction of 
two gas-fired power stations on Nor- 
way's west coast. 

For Mr Bondevik. the move will 
demonstrate that Norway is serious 
about cutting harmful emissions 
But Labour and Conservatives sup- 
port the project. Without the back- 
ing of one side or tht other, the 
govern men f could be defeated. 

However, this is one area where 
the prime minister appears prepared 
for a confrontation. The environ- 
ment is a central plonk of his pro- 
gramme. He is determined not only 


to halt the power station projects, 
but also to increase taxes on pollu- 
ting industries and vehicle users. 

“There is ongoing work in the 
ministry of finance about changes in 
the taxation system, which will 
increase the- burden on polluters 
through a switch to green taxes." 

Mr Bondevik is gambling that par- 
liament will adopt his environment 
initiative, if in return the govern- 
ment shows it is prepared to drop 
the more radical policies proposed 
during the election campaign. The 
Centre party, for example, has mod- 
erated its plea for Norway to cut oil 
output by 10 per cent a year, and the 
Liberals have pulled back from more 
draconian to:; proposals on car use. 

“Going for consensus is not a 
weak position to start from." Mr 
Bondevik sa.d “We have already 
made our mark in the first 100 days 
and shown that we can find solu- 
tions that suit us." 


Party revolt threatens Romania coalition 


By Anatof Lieven 

The Romanian coalition 
government and its reform 
programme were in danger 
of collapse yesterday after 
leaders of the Democratic 
party (PD) demanded the 
replacement of the prime 
minister, Victor Ciorbea. 

They said that if the cabi- 
net was not changed by 
March 31, the PD would 
withdraw its support and 
seek early elections. They 
accused Mr Ciorbea of hav- 
ing shown himself incompe- 


tent to carry out reforms and 
of having ignored the PD 
when formulating policy. 

The revolt throws respon- 
sibility for solving the crisis 
into the hands of President 
Emil Constantinescu. Like 
Mr Ciorbea, he belongs to 
the main government party, 
the National Peasants. He 
may be the only one who 
could persuade Peasant lead- 
ers to swallow their pride 
and nominate a replacement 
for Mr Ciorbea. Among pos- 
sibilities being suggested are 
the finance minister, Daniel 


Daianu. and the head of the 
government secretariat. 
Remus Opris. 

The long time-frame given 
by the PD suggests that its 
leaders do not want early 
elections, which most ana- 
lysts think they would lose. 
However, they are fright- 
ened by the fall in their pop- 
ularity ratings, and those of 
the government. They may 
therefore try to avoid elec- 
tions, while escaping blame 
for painful reforms by with- 
drawing from the govern- 
ment but continuing to sup- 


port it in parliament. 

Continual wrangling in 
the coalition has already 
seriously delayed reforms 
and damaged investor confi- 
dence. An International 
Monetary Fund team is due 
in Bucharest next week to 
discuss the reform pro- 
gramme. 

The IMF and World Bank 
are insisting on the closure 
of loss- making Industries 
and the restructuring of the 
state-owned utilities as a 
prelude to their privatisa- 
tion. This has been strongly 


opposed by the powerful 
trades unions and by lobbies 
from the industries con- 
cerned. which are repre- 
sented in all the main par- 
ties. 

One western diplomat 
suggested that even if the 
present split is papered over, 
the prospects for reform may 
be poor. “TO push reforms 
through requires unity and 
solid parliamentary support, 
and there can be no cer- 
tainty these will be forth- 
coming whatever happens in 
the next few weeks.” 


Sacked 
security 
guard to 
sue UBS 

By William Hall in Zurich 

Christoph Melli, the Swiss 
security guard who blew the 
whistle on UBS after he 
caught it illegally shred ding 
its wartime archives, has 
launched a SFr3.Sbn ($2.6bn) 
lawsuit against Switzer- 
land's most powerful bank. 

Mr Meili, 29, who has 
become a media celebrity 
since he fled to the US last 
April, announced what must 
be one of the biggest law- 
suits for wrongful dismi ssal 
in front of UBS’s North 
American headquarters yes- 
terday. 

"As wc tried to do the 
right thing for Switzerland 
and for history. DBS tried to 
destroy our lives." said Mr 
Meili. He is being advised by 
Edward Fagan, a leader or 
the multi-billion dollar class 
actions launched by Jewish 
Holocaust survivors against 
the big three Swiss banks. 

Mr Meili, who was 
employed by an outside 
security firm, last his job 
last January as a night 
watchman after he rescued 
some of UBS's wartime 
records which were about to 
be shredded. 

He appeared to have bro- 
ken Swiss bank secrecy laws 
after he took the documents 
from the UBS premises and 
gave them to a Jewish 
group, which publicised the 
fact that UBS had broken a 
government ban on the 
shredding of wartime docu- 
ments. 

The publicity surrounding 
the Meili case has been a 
nightmare for UBS. ft has 
prompted several US states 
to boycott the bank's US 
activities and helped destroy 
the reputation of Robert Stu- 
der, UBS's chairman, who 
refused to apologise to Mr 
Meili. 

Mr Meili is seeking 
SFrtiQm damages for himself 
and his family and wants the 
rest of the money to go to 
the proposed Swiss solidar- 
ity fund, which is to be 
financed from the revalua- 
tion of part of Switzerland's 
giant gold reserves. 
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Among the genus of PCs, the SCENIC Pro is very far 
from being a short-lived species. 

Quite the contrary, its life expectancy is very high. 
After being bom into the world of computers - closely 
configured to your very personal wishes - It grows and 
grows to match your demands, its modularity enabling 
it to adapt to technological evolution. To give you lots of 
pleasure for a long time. A safe investment!? Certainly! 
For more information? httptfwww.sni.de/pc 
is there anything else we can do for you? 
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Algiers snubs 
EU bid to 
end bloodshed 


Khatami builds his political authority 


D espite continuing 
public scepticism 
from conservative 
hardliners over his call for a 
dialogue with the US, Iran's 
President Mohammad Kha- 
tami has made a significant 
br eakthr ough in r einf orcing 
presidential authority over a 
whole gamut of policy- 
making areas as a result 
of his CNN broadcast 
last week to the American 
people. 

The most immediate result 
of his broadcast, according 
, to Iranian analysts and 
senior western diplomats in 
Tehran, is the widespread 
acceptance among Iranians 
i of the principle of a dialogue 
with the US, and the remark- 
able speed with which this 
transformation in Iranian 
attitudes has taken place. 

But even more important 
in the long run is that Mr 
Khatami has enhanced his 
own authority not only in 
the conduct of foreign pol- 
icy, where a president’s 
authority is traditionally 
subordinate to that of Aya- 
tollah Ali Khamenei. Iran’s 
spiritual leader, but also in 
the majtis (parliament), 
where he has to win the sup- 
port of rival conservative 
factions in order to imple- 
ment economic structural 
reforms. 

In a country where news- 
papers play the role of politi- 
cal parties, which are ban- 
ned, not one radical 
opposition publication chal- 
lenged the president's right 
to take the initiative, not 
simply on a matter of foreign 
policy, but on the one single 
issue, relations with the US, 


Level of representation was not 
appropriate, says foreign minister 


By Route Khalaf in London 
and Emma Tucker 
m Strasbourg 


The Algerian government 
yesterday rejected a planned 
visit by senior European 
Union officials which 
marked Europe’s first 
attempt at helping to bring 
an end to six years’ blood- 
shed. 

Ahmed Attaf, Algerian for- 
eign minister, said the level 
of representation on the mis- 
sion - regional directors of 
foreign ministries of Britain. 
Luxembourg and Austria - 
was inappropriate. He com- 
plained the EU did not 
appear ready to offer help on 
fighting terrorism. 

“This is a low-level delega- 
tion which is not appropriate 
to discuss important matters 
that could have been dis- 
cussed," he said. The EU. 
whose proposed mission was 
aimed at exploring ways 
Europe could help end the 
violence, said it was disap- 
pointed at Algeria's move. 

Robin Cook, foreign secre- 
tary of the UK. which holds 
the six-month EU presi- 
dency. said the EU was 
determined to engage the 
Algerian government in dia- 
logue. “The level of the visit 
should not be a sticking 
point. We are ready to dis- 
cuss with European partners 
the idea of a ministerial mis- 
sion if Algeria would accept 
it" 

EU officials said Algiers 
was expecting a ministerial- 
level visit. Last week. Mr 
Attaf had welcomed the mis- 
sion on condition it focused 
on co-operation in the fight 
against terrorism. The army- 
backed government, which 
blames violence on Islamist 
extremists, accuses some 
European countries of har- 
bouring terrorist networks. 

Yesterday, Mr Attaf said; 
“We have recently been 
faced with reservations and 
hesitations from our Euro- 


pean partners and we have 
been told that the EU is not 
ready to offer help in dealing 
with combating terrorism. 
They said this needs further 
discussion at the EU.” 

The Algerian govern- 
ment's rejection shows its 
sensitivity to any hint of for- 
eign interference in its con- 
flict, and the difficulties 
faced by western govern- 
ments under pressure from 
public opinion to work for 
an end to the almost daily 
massacres of civilians. More 
than 1,000 people are esti- 
mated to have been killed in 
the past two weeks; more 
than 60.000 have died since 
1992. 

Analysts said yesterday 
Algiers' rejection would cre- 
ate less sympathy for the 
government among Euro- 
pean policy makers, and 
could raise pressure for a 
less gentle approach in deal- 
ing with Algiers. “It is 
embarrassing for the EU and 
will add an element of dis- 
trust of the Algerians.'' said 
one European official. 

“There is disappointment 
officially and disarray unoffi- 
cially at the Algerian reac- 
tion.” he added. “No one had 
designed a reaction to the 
possibility of rejection.” 

At a time when human 
rights organisations are rais- 
ing questions about the mas- 
sacres and calling for inde- 
pendent investigations, EU 
officials this week were 
treading very carefully and 
trying to assuage Algiers* 
concerns. Earlier. Mr Cook 
said he saw no evidence to 
support allegations of 
involvement by the Algerian 
security authorities in the 
massacres. 

Moreover, according to EU 
officials, the mission had a 
broad mandate, which did 
not rule out co-operation 
over terrorism; they made 
clear that there was no 
attempt at acting like an 
commission of inquiry. 




US dialogue: Mohammad Khatami, Iran's president during his groundbreaking interview 


which has been considered 
for the last 20 years too sen- 
sitive even to mention 
among Iranian* except in 
the most firebrand terms. 

Now Ir anian officials are 
encouraged to see their US 
counterparts accept “their 
share of responsibility” in 
mutually hostile relations. 
"The fact that US politicians 
have admitted they are par- 
tially responsible for the dis- 
putes between the two coun- 
tries is a new development 
requiring attention." Mah- 
moud Mohammad 1. foreign 
minis try spokesman, said. 

“Relations with the US." 
commented publisher Sad- 
egh Samii, “have now moved 


into the area of ’ping-pong' 
diplomacy akin to the Nlxon- 
Kissinger era in the 1970s 
with China. It may he a long 
and difficult road, but with 
the president's broadcast 
Iran-US relations are going 
in the right direction." 

Many Iranians hope, but 
fewer expect, that President 
BDl Clinton will reciprocate 
with a broadcast to the Ira- 
nian people. 

The US has however, 
already toned down its objec- 
tion to Iran's opposition to 
the Middle East “peace pro- 
cess”. 

With 2.5m Iranians living 
in the US. of whom more 
than 1m are in Los Angeles 


- known to many Iranians 
as “Tehrangeles" - “no one 
in the US can say that we 
cannot talk to these people, 
most of whom have never 
been to Iran and know noth- 
ing of their country of ori- 
gin.’' commented Mr Samii. 

He and others expect the 
US to relax visa restrictions, 
not only for Ir anian scholars 
and artists referred to by Mr 
Khatami, but for other Irani- 
ans, as welL who just want 
to visit Mends and relations. 

Iran's official news agency 
said yesterday a US team 
would be taking part in a 
"freestyle” wrestling tourna- 
ment next month, one of a 
series of events marking the 


anniversary of the revolu- 
tion. 

But the big sporting occa- 
sion is to.be fhe lran/US soc- 
cer final* in Prance this 


summer. 

“Better relations with the 
Clinton administration," 
noted one businessmen,, 
“could undercut the US con- 
gressional obsession with 
sanctions and help Iran in 
the international financial 
community." 

This in turn should help 
ffie government's efforts to 
stabilise the currency. Nar- 
rowing the gap in the Ira- 
nian riyal between the offi- 
cial and unofficial rates is an 
essential precondition, busi- 


Robin Allen 


Harare minister attacked over unrest claim 


Zimbabwean business and 
opposition leaders yesterday 
criticised a cabinet minis ter 
who accused the country’s 
white business community 
of plotting to sow social 
unrest through indiscrimi- 
nate price increases, Reuters 
reports from Harare. 

They also condemned 
Chen Chimutengwende. 
information minister, for 
warning white commercial 
farmers that they might be 
killed by landless blacks if 
they continued to oppose 


President Robert Mugabe's 
controversial plans to seize 
their land for a peasant 
resettlement scheme. 

The Commercial Farmers 
Union (CFU), the Confedera- 
tion of Zimbabwe Industries 
(CZI) and the opposition 
United and Zanu-Ndonga 
parties said the minister's 
statements were irresponsi- 
ble and Inflammatory. 

In an Interview published 
by the official Sunday Mail 
newspaper, Mr Chimuteng- 
wende charged that Zimba- 


bwean whites were schem- 
ing to cause social unrest by 
raising consumer prices. 

“The government is aware 
of the plot by some white 
businessmen. I would like to 
warn them that they will not 
succeed in making the lives 
of the masses unbearable,” 
he said.” 

Many manufacturers and 
retailers raised the price of 
basic commodities by 
between 17 and 42 per cent 
on January 5. citing the 
steep fall of the Zimbabwe 


dollar against hard curren- 
cies and increased input 
costs in the last quarter of 
1997. 

“There have been unfore- 
seen variables and to turn it 
into a race issue is most 
unfortunate.” Jonee Blanc h- 
field, CZI president, said. 

Mr Chimutengwende 
alleged the white business- 
men. who he did not name, 
were retaliating a gains t gov- 
ernment plans to forcibly 
purchase 13.7m acres of 
mainly white-owned com- 


mercial farmland to resettle 
landless blacks. 

“We are aware that some 
sections of the white com- 
munity would like to put the 
government in a fix. We 
know that their actions are 
politically motivated. If the 
government does not take 
fire land then the people 
will” he said. 

“We are doing this for 
their own protection. Other- 
wise the people win grab the 
land and they will be killed 
by landless peasants.” 


Nick Swanepdel. the presi- 
dent Of the mainl y white 
4,500-memher CFU, said the 
CFU. and other business 
organisations were working 
with the government on fire 
land issue. He said he was 
confident hat a “sensible and 
lasting solution” could be 
found. , ' 

Mr Mugabe’s government 
has targeted L503 farms for 
compulsory acquisition, 
arguing that they were 
seized by British settlers 
over 100 years ago. 


This announcement appears as a matter of record only 
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By Avi Machlls in Jerusalem 
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Israel yesterday further 
toughened its position ahead 
of talks in Washington next 
week, setting guidelines for 
negotiations on Interim and 
permanent peace deals with 
the Palestinians that would 
leave most of the occupied 
West Bank under Israeli con- 
trol. 

After the decision. Yassir 
ArafaL president of the Pal- 
estinian Authority, said the 
peace process could only be 
revived if the US pressed 
Israel to soften its stance. 

Benjamin Netanyahu. 
Israel’s prime minister, and 
Mr Arafat are scheduled to 
meet President Bill Clinton 
in separate meetings in 
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Washington next week. 

“It is up to Mr Clinton 
now," said Saeb Erekat, 
senior Palestinian peace 
negotiator. “We want to see 
if he can confront Mr Netan- 
yahu and say enough is 
enough." Mr Erekat plans to 
ask Derek Fatcbett, UK For- 
eign Office minister, who 
arrived in the region yester- 
day, to try to persuade Mr 
Clinton to take a tougher 
stand against Israel. 

Mr Fatcbett is trying to 
boost the European Union's 
impact on the peace process 
while the UK holds the EU 
presidency. He said close 
relations between Mr Clin- 
ton and Tony Blair, British 
prime minister, would allow 
the EU to play a “practical 
and constructive role" in the 
peace process that would 
complement US efforts. 

Mr Fatcbett said he under- 
stood Israel's security con- 
cerns were crucial for peace, 
but planned to tell Mr 
Netanyahu in a meeting set 
for last night that to con- 
tinue developing Jewish set- 


tlements in the West Bank 
was undermining Palestin- 
ian confidence and endan- 
gering the peace process. 

He urged Israel to carry 
out a "credible and signifi- 
cant" redeployment from the 
West Bank, echoing recent 
US appeals. 

Yesterday’s Israeli cabinet 
decision, coupled with a 
decision the day before in 
which Israel made a troop 
pullback conditional on Pal- 
estinian compliance with a 
list of Israeli grievances, left 
Palestinians with little opti- 
mism. 

In yesterday’s decision, 
the government defined 
Israel's “vital interests” in 
the West Bank. These 
include “security zones" on 
the West Bank's eastern bor- 
der with Jordan and western 
border with Israel that 
would remain in Israel's 
hands. 

Israel would also control a 
security ring around Jerusa- 
lem. Palestinians see Arab 
east Jerusalem as the capital 
of a future state in the West 
Bank and Gaza Strip. 

In addition. Israel would 
continue to control Jewish 
settlements on the West 
Bank, and infrastructure 
such as water and electricity 
supplies, as well as strategic 
roads and historical Jewish 
sites. 

Although the government 
did not present maps for the 
plan. Israel Radio estimated 
the scheme would leave 60 
per cent of the West Bank in 
Israeli hands. 

Meanwhile, Mr Fatchett 
chaired an EU-lsrael dia- 
logue on the Palestinian 
economy, which seeks solu- 
tions to the Palestinians’ 
deteriorating economic situ- 
ation. Palestinian incomes 
have been declining as Israel 
has repeatedly barred Pales- 
tinians from working there 
in response to suicide bomb- 
ings by Palestinian extrem- 
ists. 

Nabil Sha'ath, Palestinian 
minister of p lannin g, said 
yesterday that, according to 
a draft three-year develop- 
ment plan, the Pales tinian 
economy would be com- 
pletely dependent on foreign 
aid until the year 2000. 


An international accord aimed at protectin g Antarctica's 
fragile ecosystem took effect yesterday, drawing praise 
from Amsterdam based Greenpeace International 
The Protocol on Environmental Protection to the 
Antarctic Treaty will “protect Antarctica as a global 
wilderness and a scientific laboratory,” said lain Reddish, 
a leader of the environmental group’s Antarctic 
campaign. “It’s the most progressive environmental 
treaty ever seen." Mr Reddish said. 

Twenty-six nations signed and ratified the treaty, which 
bans ali mining in Antarctica for a minimum of 50 years, 
provides legal protection for the conservation of animal 
and plant life, and sets guidelines for marina pollution _ 
and waste disposal. Japan, the last to ratify the accord, 
did so last month. , 

Under the protocol, all visitors and researchers must 
apply for a permit and submit an enviro nmental impact 
statement before they are allowed access to the continent , 
Mr Reddish said he doubted the non-member countries ' , 
would violate the accord because of pressure they faced j 
from member countries that have a scientific mterest in 
Antarctica. ' AP.Amsttnrdam 


TURKMENISTAN GAS EXPORTS 


Russian deal founders 


Turkmenistan and Russia failed yesterday to reaeh au 
agreement on resuming Turkmen natural gas espartffria 
Russia, and the Turkmen leader made it rie af he'wdti ld 
not compromise on the main issue - price;: -• f- ' 

Saparmurat Niyazov, Turkmen president, saWhfsv’. 
country had failed to agree with Russia on renewed-gas 
exports via Russian pipelines, because Russia had offered 
too low a price for the gas. “We have nxrt rqached a;.' - 
common opinion on the issue of transporting gas via- _ 
Russia." Mr Niyazov said after the end of bis twoday ' 
talks with Victor Chernomyrdin, the visiting Russian . 
prime minis ter •: . r'l ‘ 

Mr Chernomyrdin's delegation gave no tmmwtiiiia • 
comments and' hastily left the Turkmen capital Ashgabat 
with a two-hour delay after two days of long but largely 
fruitless talks with Mr Nfyazov. Reuters, Ashgabat 


CATHOLIC HOLY SITES 


PLO and Vatican in talks; 


The Vatican and the Palestine Liberation Organisation 
have decided to negotiate an agreement an the status of 
Roman Catholic holy sites and churches ia the West 
Bank, Gaza Strip and east Jerusalem^* Palestinian . 
diplomat said yesterday. ' . , 

The decision to form a committee to deal With the issue 
was reached by Jean-Loois Tauran, the Vatican 1 's- foreign 
minister, and the PLO representative to. Vatican,- Afif - 
Safi eh. on Saturday. The panel willlookirrto the “states, 
rights, obligations and privileges of the Cathode church 
in Palestinian territories,” said Mr Safteh- 
He said negotiations would also deal wlth Roman 
Catholic properties in east Jerusalem, the sector Israel 
captured from Jordan in the I367 ¥raf and-lats^uns^d . 
into Its capitaL The Palestinians hope to’ establish*. C 
future capital in east Jerusalem. The Holy See an&'mpst 
countries in the world do not recognise Israel£*W 
annexation. Despite the Vatican’s position, ft-i]BaC6e<IaA - 
agreement with Israel on November 10 
properties in east Jerusalem under Israeli jurisfietipa- 
The Vatican has since reassured the Pal e s t i n ian, ... ... . 

Authority that it does not recc^niselsraeU sovriei^y. 
over east Jerusalem. f .jfP. tetttsakm 


£i 


•nesmheh -say, for tbe recov- 
of the private sector^ 
v Arresting the haemor- 
’ rhage of Iran’s currency, and 
wider economic; restructur- 
ing, are'also_ieypIanksln 
Mr KhatamVs - reform pro- 
gramme, which helpedhoist 
him tp'fhe presidency hi a 
landslide victory : Iast May. 

Mr Khatami inherited 
from • , his.' . predecessor, 
Hashemi.Rafsanjani, a 
declining ; cufreney which 
oscUlates .between a “prefer- 
ential”. - 'Official rate of 
IR 1,750 ^to the dofiar.and a 
real market: rate approach- 
ing IR5,000; compared with 
:ffi:70 : to :the dollar af tee 
tirue ef the 1979 Islamic revo- 
lution. • 

: But Mr Khatami's ability 
to take drastic actibh is cur- 
tailed under the constitution 
by the role of_ the maflis, 
which alone has the’- power 
to authorise- any changes in 
economic policy 1. 

Now, ho w eve r , Mr. Khata- 
mi's perceived ability to 
enhance the aura of presi- 
dential power, may help him 
to win over fee majority con- 
servative factions In T parha- 
ment 

Earlier this week he won 
thefr support for ¥&£bn of 
foreign financing for oil and 
gas development projects in 
the next financial ‘ year, 
starting on March 21. This is 
just the start, analysts say. 
to winning their endorse- 
ment for next year’s budget 
as a whole, and to the eco- 
nomic reforms which will 
have to follow. 
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NEWS DIGEST 


Scott Morrison 
to Toronto 

Part of a proposed ovorbaol 
. of Canada's immigration sys- 
tem has prompted concern 
.from Immigrant groups that 
it could lead to discrimina- 
tion against people from 
countries where English or 
JPtebch is not .sports. 

-An independent, panel 
commissioned by Luctenne 
BobEBard. the federal Jmmi- 
gratum minister, has called 
on the government to 
change the imqUgraUoc sys- 
tem and require economic 
immigrants - those who are 
not ' refugees :or Joining 
already resident families - 
to meet strict self-sufficiency 
requirements and demon - 
atrate^rottelecey ih English 
(r.fVewft. J ■"•*■■ ■ 

Critics rsay the language 
requirement would limit the 
manner of people eligible for 
entry and lead to ' ethnic 
homogenisation. Hie panel's 
recommendations, which 
will bp the basis for a nation- . 
wideda Usui tat ion In the 
next , two . months, ’were 
released in the same week as 
a federal . government apol- 
ogy ip aboriginal people for 
assimilation policies .that 
suppressed, and at times 
destroyed, native cultures 
and:lahguages over the past 
two centuries. - 
Mason lnh, chair of Suc- 
cess.' an immigrant support 
group, said the propofol was 
"aimed towards people who 
don’t come from English and 
French speaking countries”. 

Should the government 
adopt the proposal. It would 
mark a radical departure . 
from the long-standing e&gi- 
bilfty point . system, under 
which candidates earn extra 


points for language ability, 
but are not banned from 
immigrating if they cannot 
speak either official tongue. 

While the panel’s propos- 
als would broaden the defini- 
tion of immigrants joining 
family members resident in 
Canada, they would require 
sponsors of such immigrants 
to fund language training if 
newcomers arc not profi- 
cient in one uf the official 
languages. Mast controver- 
sial. however, are the pro- 
posals concerning economic 
immigrants, who would be 
required to. meet age and 
education requirements, 
demonstrate skilled work 
experience and an ability to 
be self-sufficient, as well as 
show proficiency in English 
or .French. 

8 Roslyn Kunin, a Vancou- 
ver-based consulting econo- 
mist who co-authored the 
report. . denied the recom- 
mendations would discrimi- 
nate against any ethnic 
group. She said about 75 per 
cent of ail . current ini mi- 
grants were refugees and 
family members, who would 
not be required to meet the 
language requirements. For 
the remaining immigrants, 
Ms Kunin said English or 
French classes were avail- 
able around the world. 

Critics of the language 
proposal argue that requir- 
ing economic immigrants to 
speak English or French 
would disqualify potentially 
good candidates, such as 
computer technicians or 
engineers who do not rely on 
languages to perform their 
skills. Furthermore, such a 
requirement runs counter to 
the basic principle of equal- 
ity under the law, Mr Lot 
said. 



A transit shelter (above) in Montreal is 
part of the huge clean-up from the ice 
storm that has caused big power fail- 
ures and sent thousands of people in 
search of shelter, in Canada's largest 
peacetime army operation, soldiers 


have been deployed throughout the 
“blackout triangle" area south of Mon- 
treal battered by last week's storm. 

They have been given special arrest 
powers so as to reassure families 
about the danger of break-ins if they 


leave their homes because of the lack 
of central beating. 

The Hydro-Quebec power company- 
warned customers it planned six-hour 
rotating blackouts in the worst-bit 
areas to ease pressure on the system. 


Venezuela to exceed oil quota 


8 y Raymond CoUtt 
in Caracas 

Venezuela's state oil 
company will produce an 
average of 3.6m barrels of oil 
a day - 42 per cent above its 
Opec quota or 2JH8m b/d - 
according to Luis Giusti. the 
company's president. 

Petrdleos de Venezuela 
(PDVSA) expects to export 
an average of 3.3m b/d, and 
total year-end production. 
Including condensates and 
liquefied natural gas, would 
reach 3.79m b/d, he told the 
Foreign Press Association in 
Caracas. 

Mr Giusti maintained that 
Venezuela’s overproduction 
had nothing to do with the 
current slump in interna- 
tional oil prices. "Our over- 
production amounts to 0.7 
per cent of world demand; 
the price slump is not a Ven- 
ezuelan problem.” He said 


The Mexican government 
yesterday announced sharp 
cuts in public spending 
because of an unexpected 
drop in world oil prices, 
which could deprive the 
exchequer of $2bn of oil rev- 
enues this year, writes Les- 
lie Crawford in Mexico City. 

A mild European winter 
and increased Opec oil sup- 
plies caused the spot price 
for Mexico's basket of light 
and heavy crudes to fall to 
$12 a barrel this week, 

the Aslan crisis and a mild 
winter had decreased world 
demand by approximately 
1m b/d and the situation had 
been aggravated by Iraq's 
return to the oil market 

The only non-cyclicoJ fac- 
tors driving oil prices down, 
argued Mr Giusti, were pro- 
duction increases by mem- 
bers of the Organisation of 


against $26 a year ago. and 
a finance ministry estimate 
of S15.50 in its 1998 budget. 

Oil exports are the single 
biggest revenue source for 
the Mexican government. 

Martin Werner, deputy 
finance minister, said the 
central government was 
slashing expenditure by 
15.3bn pesos <$i.9bn), or 0.4 
per cent of gross domestic 
product, to prevent an 
undue expansion of the bud- 
get deficit 

Petroleum Exporting Coun- 
tries following last year's 
meeting in Jakarta. These 
amounted to 400,000 b/d. 

Erwin Arrieta, the energy 
minister, yesterday said he 
considered the oil price 
slump “temporary", but said 
Opec ministers were watch- 
ing the markets carefully 
and an emergency meeting 


by Opec members could send 
the right signal tn the mar- 
kets. 

PDVSA is in the midst of a 
10 -year expansion plan, 
which is to boost oil produc- 
tion to near 7m b/d by 2006. 
Venezuela has become the 
principal oil supplier to the 
US, overtaking Saudi Arabia. 

PDVSA expects the price 
of the Venezuelan oil basket 
to average between $14.20 
and $14.50 during 1998. below 
the $15.50 budgeted for the 
year. For every dollar drop 
in the price of oil, the coun- 
try loses Sl.lbn in gross rev- 
enue. The price of Venezue- 
la's oil basket dropped to an 
historic low, recovering 
slightly to $12.85 per barrel 
on Tuesday. 

With more than half of its 
income from oil revenues, 
the government has not 
ruled out further budget 
cuts. 


American goldmine for high-tech workers 

Resign your position today and you may find yourself with a new job before you’ve left the office 


By Nancy Dunne ; 
and. Louise Kehoe • 


A Silicon Valley com- 
pany recently lured a 
number of computer 
programmers to a San Fran- 
cisco 49ers game with, free 
tickets and then conducted 
job interviews with them at 
half-time. " .■ v . . 

High : techndiogy workers 
have ..bard to get and 
President Bill Clinton prom- 
ised to do something about 
-it. "./.I" \ ’ - 

However, when hia admin- 
istration announced e ar l i er 
thfe week what it would do. 
it was dear. that biidgqt frtx- 
gality still prevails in Wash- 
ington. The initiative con- 
aiatS" mostly of repackaged 
programmes, a national jobs 
bank, Ha few millions dollars 


in .'training grants and a 
scheme to- glamorise the role 
of scientists and technology 
pioneers to make them as 
.admired as the superheroes 
of sports. 

This will fall far short of 
the sector's needs. According 
to the US Commerce Depart- 
ment, more than 13m high- 
tech workers will be needed 
in the next decade. By the 
year 2006. the US service sec- 
tor is expected to increase its 
employment of computer 
systems analysts,, scientists 
and engineers by 177 per 
cent and computer program- 
mers by 47 per cent. 

The labour department 
says an average of 95,000 
new computer scientists, 
systems analysts and pro- 
grammers wifi be needed 
every year over the next 


nine years, but US universi- 
ties are producing about a 
quarter that number of grad- 
uates. Cisco Systems, lead- 
ing manufacturer of com- 
puter networking 
equipment, is hiring up to 
L000 people a month. Intel, 
the top chipmaker, added 
15.500 people to its workforce 
over the past 12 months, 
most of them in the US. 

In the cluster of high-tech 
companies in Northern Vir- 
ginia, more than 200,000 jobs 
have been created in the sec- 
tor. But there are 19,000 
vacancies that businesses in 
the area are desperate to filL 

The Northern Virginia 
Technology Council Is devel- 
oping programmes to retrain 
the underemployed and 
people changing career. 
Some companies are even 


putting the candidates on 
their payrolls before they are 
trained. Other job seekers 
are entering a “career 
bridge" programme to get 
assistance while they train. 

Mr Ray Pelletier, executive 
director of the council, said 
the region - essentially at 
full employment - is expec- 
ted to created 115,000 jobs 
over the next five years in 
profession services, software 
development, information 
technology and other areas. 

The administration's ini- 
tiative pulls together current 
programmes, but does not 
address long-term needs, ho 
said. This will have to come 
from a combination of state, 
federal and business fund- 
ing. Nowhere Is the competi- 
tion for technology workers 
keener than in California's 


Silicon Valley where rapidly 
growing networking equip- 
ment and computer compa- 
nies and searching for hun- 
dreds of new employees each 
month. 

Leading companies adver- 
tise constantly to try to 
attract qualified workers. 
Movie goers are treated to 
employment adverts before 
the main feature and radio 
stations play job ads 
throughout the morning and 
evening commute hours. 

The joke in Silicon Valley 
is that if you quit your job 
you will have new offers 
before you get out of the 
parking lot. 

Engineering and computer 
science students at Calif- 
ornia colleges are receiving 
high-paying job offers long 
before they graduate. Some 


high-tech companies encour- 
age students to drop out 
without completing their 
degree courses. Bill Gates, 
chairman of Microsoft and a 
Harvard dropout, is held up 
as an example. 

Many companies use their 
current employees as 
recruiters, offering cash 
incentives to those who 
bring in job candidates and 
rewards of up to $6,000 to 
those who refer a candidate 
who is hired. 

All of this means that 
wages in high-tech industry 
are high. The average high- 
tech salary in 1996 was 
S49.600 a year - 73 per cent 
higher than the average 
wage for a private sector 
worker. In the software 
industry the average wage is 
more than $ 60 , 000 . 


US retail sales 
accelerate 


US consumer spending accelerated last month, in ;t 
further demonstration that the economy shows few ill 

effects from the Asian financial crisis of the past sl\ 
months- 

Retail sales rose by a seasonally adjusted 0 7 per cent in 
December as consumers spent heavily on cars raid other 
I durable goods in an end-of-year spree, the Commerce 
Department said yesterday in a preliminary estimate. 

The sharp increase in December followed sluggish 
spending in the previous two months, however, nud sales 
; were weaker for nun-durable goods and services. 
Excluding car sales, speudinj rose 0.2 per cent, held dawn 
by weakness in the grocerire. fuel and restaurant sectors. 

In the final three months or the year, lotal sales grew at 
an annual rate of 1 per cent, after 7.5 per cent m the 
previous quarter. Gerard Baker. Washington 

■ CHILE’S EX-DICTATQR 

Pinochet delays departure 

Chile's former dictator and current army chief. General 
Augusto Pinochet, has told the government he intends to 
delay his departure from the military - increasing tension 
between the government and the armed forces. 

Tbe government has been negotiating with thu army (or 
Gen Pinochet to leave in late January, so he could take 
his seat in the Senate as an appointed senator for life 
before parliament went into recess for summer. 

The army decision was apparently triggered hy a move 
by five congressmen to bring a constitutional accusation 
against Gen Pinochet. If successful, this would have 
stopped him taking a Senate seat. Imogen Mark. Sa?:tugu 

■ TOBACCO SETTLEMENT 


White House hopeful of pact 

The White House yesterday expressed optimism that a 
national tobacco settlement would be passed by Congress 
this year, brushing aside Republican warnings that 
President Bill Clinton's planned inclusion of revenues 
from a deal in his budget plans could jeopardise 
agreement on the issue. 

Mike McCurry, While House spokesman, said Mr 
Clinton felt the outlook for passage of the proposed 
$363.5bn deal was very good. “Our conversations on 
/Capitol] Hill have indicated to us that the prospects Cor 
tobacco legislation are very favourable," he said. 

Mr McCurry 's comments follow a warning by Trent 
Lott, Senate majority leader, that the odds of a settlement 
passing were “about 70-30 against”. He also said Mr 
Clinton's reported plans to budget some revenue from the 
proposed settlement for new programmes such as health 
research and child care before any deal had been enacted 
was “inflaming the problem". 

The anti-tobacco lobby is divided over whether to 
support the deal, which ivouid settle outstanding tobacco- 
related lawsuits with states and provide limited immunity 
for tobacco companies. Mark Suzman. Washington 

■ EL NINO 

Colombia seeks drought aid 

The Colombian government is requesting $2.5m in 
humanitarian aid from the European Union to help small 
fanners hit by a severe drought 
Water rationing has been introduced in parts of tbe 
country thanks to the damaging effect of the warm Pacific 
current, El Nino. 

Colombia's National Coffee Growers’ Federation 
yesterday warned it was facing problems with coffee 
supplies because of the severe drought. 

Many towns and villages take their water from rivers 
and streams which have fallen below their usual levels 
because of the lack of rainfall. Sarila Kendall, Bogota 

■ CHILDCARE 

Am ericans turn to relatives 

Americans are switching daycare for their children to 
relatives and highly organised daycare centres, and away 
from child minders or so-called family day centres, a 
study by the US Census Bureau reports. 

Stories of abuse by childcare workers may be fuelling 
the shift away from care where a single person looks after 
the children, said Lynn Casper, a bureau analyst. In 1994. 
only 15 per cent of children were cared for in someone 
else’s home, against 23 per cent in the decade to 198S. 
Relatives now look after 44 per cent of pre-school 
children, against fewer than 40 per cent in 1990. The share 
of the pre-school market taken by organised daycare and 
nursery schools rose to just under 30 per cent between 
1990 and 1994. ivic) tolas Timmins, Washington 


We made 5 promises to ourselves before 
developing the world's finest ceramics. 
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Refine our ceramic making technology for use in other products. 

At Kyocera, art, culture and technology are closely linked. 

So even while raising ceramics to the level of fine art, we knew the techniques 
developed along the way would become useful in applying 
fine ceramics to industry and to consumer products. 
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Asia in crisis 



The country that 
invested its way 
into trouble 

In the fourth of five reports, John Burton and 
Gerard Baker recount South Korea’s frantic 
attempts to avoid defaulting on its debts 

M ichel Camd- prime example of the crony Korea's debt Capital would floo 

ess us was capitalism that pervaded Korea, out of every emerging market 
assured that he where politics and business were Better to leave it to the IMF. 
could slip into intertwined. Banks had been On the night of Thursday. 

South Korea forced by the government to lend November 13. Mr Kang, together 


M ichel Camd- 
essus was 
assured that he 
could slip into 
South Korea 

quietly. “Don't worry. All 
foreigners look the same to 
Koreans," was the humorous 
advice given by one Seoul 
official. So on the evening of 
Sunday, November 16. the head 
of the International Monetary’ 
Fund arrived at Seoul’s Kimpo 
airport. 

A middle- ranking finan ce 

ministry official escorted the IMF 
team to a rented car instead of a 
government vehicle to avoid 
raising suspicions. At the nearby 
Inter-Continental Hotel they met 
Kang Kyong-shik, the South 
Korean finance minis ter, who 
explained why their presence in 
Seoul was urgent: Korea was 
preparing to ask for a bailout 
The secret trip by Mr 
Camdessus was the start of 
events that would prove a 
demanding test for the IMF, and 
a bigger one for Korea, the most 
protected of the modem 
industrial powers. The effect on 
both would be profound. 

No one expected such 
far-reaching developments when 
the Asian crisis began earlier in 
the summer. After Thailand 
devalued its currency in July, 
one senior official at the IMF 
asked his staff which other 
countries were at risk. The list 
contained the usual suspects: 
Indonesia, Malaysia, the 
Philippines, China perhaps. 

South Korea did not get a 
mention. 

“No one honestly thought 
Korea was going to find Itself in 
the same boat " he says. “This 
was, after all, the world’s 11th 
largest economy, a member of 
the OECD. Its problems just 
seemed to be in a different 
league." 

That judgment, widely shared 
at the time, helps explain why 
the world was so slow to grasp 
the scale of Korea's problems. 
These had been coming to a head 
since Kim Young-sam became 
president in early 1993. Mr Kim, a 
populist politician, took office 
during a mild recession and 
promised to boost growth. 

He did so by encouraging 
Korea's giant diversified 
conglomerates, or chaebol, to 
invest heavily in new factories. 
Korea enjoyed an investment-led 
economic boom in 1994-95, but at 
a cost. The chaebol, always 
heavily reliant on borrowing, 
now had huge debts - four times 
equity on average - and excess 
production capacity. 

In 1996, overcapacity led to 
foiling prices for the nation's 
main export products. Prices for 
computer memory chips. Korea's 
largest export, collapsed in a 
glutted global market. Earnings 
of chip makers fell by 90 per cent. 
Cars, shipbuilding, steel and 
petrochemicals were also 
affected. 

Short-term foreign borrowing 
by industrial groups and banks 
rose rapidly as they struggled to 
service their long-term debts. 
Foreign loans were particularly 
attractive to the chaebol since 
they carried lower interest rates 
than domestic loans, which 
reflected a capital shortage that 
resulted from Korea's closed 
financial markets. 

The corporate debt bomb was 
primed to explode. The first 
detonation came in January 1997 
when Hanbo Steel collapsed 
under $6 bn in debts. Hanbo was a 


prime example of the crony 
capitalism that pervaded Korea, 
where politics and business were 
intertwined. Banks had been 
forced by the government to lend 
to the steelmaker. 

Hanbo's plight was worsened 
by the government's recent loss 
of authority. In early January, 
the president forced through 
labour law reforms in a secret 
session of parliament Three 
weeks of union protests followed. 
President Kim's authority never 
recovered. Hanbo Steel was an 
early sign of this: the banks felt 
strong enough to refuse to 
provide more loans. 

Political scandals that emerged 
after the bankruptcy forced 
government changes. In March, 
Mr Kang, a firm believer in 
free-market principles, was 
appointed finance minister, Mr 
Kim's seventh. He took over a 
ministry notorious for 
obstructing economic reforms. 

Mr Kang vowed to change that 
Within days. Sammi Steel, 
Korea's biggest specialty 
steelmaker, was allowed to ML 

By now, the wider Asian crisis 
was under way. sapping 
confidence in Korea's companies 
and currency. Mr Kang's 
commitment to market reforms 
was put to the test in July when 
Kia Motors, the nation’s third 
largest carmaker, ran out of cash 
and asked for emergency bank 
loans to avoid bankruptcy. At the 
same time, Korea's largest liquor 
group, Jinro, became the third 
conglomerate to go bust in 1997. 
International credit agencies 
began downgrading ratings for 
banks with heavy exposure to 
troubled chaebol. 

By October, Mr Kang was 
under intense criticism for 
refusing to bail out Kia. Mr Kim 
was facing a difficult presidential 
election in December, so on 
October 22, Mr Kang relented. 
After the banks refused to 
provide more loans to Kia he 
nationalised the carmaker. 

Standard & Poor's, the US 
credit rating agency, promptly 
downgraded Korea’s debt. By 
damaging coincidence, this 
decision came at the same time 
as the attack by speculators on 
the Hong Kong dollar and the 
crash of the stock market there. 

The two events triggered an 
outflow of foreign capital. The 
South Korean currency, the won, 
dropped sharply. Foreign banks 
began refusing to roll over 
short-term loans to Korea. By 
early November, the slide in the 
won was accelerating. Foreign 
currency reserves started the 
month at *30bn, less than three 
months’ imports. They fell by 
half in two weeks. 

Korean officials scrambled to 
enlist direct US and Japanese 
support, hoping that bilateral 
loans would avoid the strict 
conditions that the IMF would 
impose. The US Treasury quickly 
made it clear to Seoul that any 
such request would be fruitless. 

But what if commercial banks 
could be persuaded to come to 
the aid of Korea by agreeing to 
sit down with their debtors and 
begin to reschedule debts? For a 
few days in November, US 
officials debated the idea among 
themselves. It seemed to some to 
provide the ideal solution - no 
official US or IMF money, but 
enough from the private sector to 
meet the immediate crisis. 

But the idea was eventually 
ruled out. News of negotiations, 
officials feared, would be 
Interpreted as a moratorium on 


Korea's debt. Capital would flood 
out of every emerging market 
Better to leave it to the IMF. 

On the night of Thursday. 
November 13, Mr Kang, together 
with the central b ank governor 
and the president's chief 
economic adviser, decided that 
Korea had no choice. Mr 
Camdessus was asked to come 
secretly to Seoul that weekend. 

In the meeting at the 
Inter-Continental Hotel, Mr Kang 
proposed to announce the request 
for an IMF rescue on Wednesday. 
November 19. The announcement 
would be linked to two reform 
packages. One would involve 
immediate new laws to improve 
the government's financial 
supervision, give Independence to 
the central bank on monetary 
policy, and require consolidated 
accounts from the chaebol. The 
other would widen access to 
Korea's financial markets for 
foreign investors and ease 
trading limits on the won. 

An indication of the change in 
policy came the next day, 
November 17, when South Korea 
allowed the won to drop below 
the psychological threshold of 
1.000 to the US dollar as the 
central bank abandoned 
intervention in the foreign 
currency market. But Mr Kang’s 
plans then quickly went awry. 

On November 18. parliament 
refused to pass the financial 
reform laws. And on the morning 
of the day scheduled for the IMF 
request announcement Mr Kang 
was sacked. 

He was not the right man, the 
president decided, to negotiate 
with the IMF. Lim Chang-yueL 
the trade and industry minister, 
took his place. Mr Lim, a former 
finance ministry official, had a 
reputation as a tough bargainer. 
He had served with the IMF in 
the late 1980s; this might help 


Last in the series 


D&SF5 


h*. 


Where next for Asia? 


him gain a better deal for Korea. 

On the afternoon of November 

19. Mr TJm announced a financial 
stabilisation package. The daily 
trading band for the won was 
widened to 10 per cent (instead of 
Mr Kang's proposed 15 per cent) 
from 2.5 per cent A WoniO.OOObn 
government fund was established 
to liquidate bad bank loans, 
while the government promised 
to merge shaky financial 
institutions. 

This was In line with Mr 
Kang's plans, with one crucial 
exception: there was no request 
to the IMF. Without it, the won 
dropped 10 per cent on November 

20. Mr Lim had no choice. At a 
hastily called news conference 
the following night, November 

21. he formally announced a 
Korean request for $20bn in 
stand-by loans from the IMF. The 
next week, a team of IMF officials 
arrived in Seoul to begin 
negotiations. 

Back in Washington, the pace 
of discussions was intense. 



Korea's uneasy triangle; While outgoing president Kim Young-sam (right) negotiated for an IMF deal with Michel Camdessus deft), veteran 
political campaigner Kim Dae-jnng squeaked to a narrow victory in South Korea's presidential election 


despite the US Thanksgiving 
holiday, November 27. At least 
three senior members of the 
adminis tration suffered 
vociferous complaints from their 
own families, as Thanksgiving 
dinner was interrupted by 
lengthy conversations between 
the Treasury, the White House 
and South Korea. 

For the US, foreign policy 
issues were at stake. “This was 
happening in a country that 
faced a million enemy soldiers 
across Its border," said one US 
official. North Korea had much 
bigger problems of its own - 
including famine - but the US 
feared it might take advantage of 
turmoil in the south. With 37,000 
US troops in Korea, the US 
interest in a resolution to the 
economic crisis was clear. 

On the morning of Friday, 
November 28, President Kim 
received a call from Bill Clinton, 
the US president, that would 
drastically accelerate the pace of 
the negotiations. Mr Clinton had 
gone for Thanksgiving to Camp 
David, the presidential retreat, 
where he was discussing the 
Asian financial crisis with his 
economic advisers. Then- 
conclusion was that Korea was 
close to defaulting in the first 
week of December. 

For 15 minutes, the US 
president outlined the dire 
situation that Korea confronted 
and suggested a deadline of 
Monday, December 1 for the IMF 
negotiations. He warned that 
Korea would be “severely 
punished 1 ’ by the international 
financial community if a deal 
was not quickly reached. He 
promised US financial support in 
“a second line of defence” if an 
accord was concluded. 

Shaken by the conversation. 

Mr Kim ordered a reluctant Mr 
T-im to reach an IMF agreement 
by Monday. Frantic negotiations 
on a bailout that had now 
doubled in size were conducted 
over the weekend, as South 
Korea's foreign currency reserves 
fell to $6bo. By Sunday night, 
November 30, Mr Lim announced 
that an agreement had been 
reached. 

But the claim was premature. 
Mr Camdessus, who was in Kuala 


Lumpur, refused to approve the 
deal because of Korea's 
reluctance to dose down 
insolvent financial institutions. 
He flew to Seoul to intervene 
directly. During a courtesy call 
on the president, he insisted that 
the three candidates in the 
December 18 presidential election 
must promise, in writing, to obey 
the proposed agreement 

Korean officials regarded the 
demand as arrogant But after an 
initial refusal, Mr Kim proposed 
a face-saving compromise: the 
presidential candidates would 
address their promise of support 
to him rather than the IMF. 
Meanwhile, Mr Camdessus 
continued to discuss the problem 
of insolvent banks with the 
finance minister. 

A luncheon he had planned to 
host with Korean financial 
officials and the ambassadors 
from the western nations that 
would contribute to the bailout 
went ahead. In his place, Mrs 
Camdessus acted as hostess. A 
former nurse, she pointedly told 
the Korean officials that “one 
thing that J learned from the 
medical profession was that it 
was not only the medicine that 
counted, but the way that the 
patient takes it.” 

Mrs Camdessus's remark 
proved prophetic. A $55bn IMF 
deal was signed that evening - 
and started unravelling almost 
immediately. 

On December 6 Chosun Dbo, a 
leading Korean newspaper, 
revealed a confidential IMF 
document that said Korea’s 
short-term foreign debt was 
nearly twice as big as previously 
thought at more than SlOObn. 

The same day, Mr Lim 
announced that the government 
would take over Korea's two 
weakest banks, Korea First and 
SeoulBank. Instead of closing 
them. And Daewoo, one of the 
chaebol, bought debt-laden 
Ssangyong Motor under a deal 
that forced Ssangyoog's creditor 
banks to share much of the 
financial burden. 

Foreign bankers questioned 
South Korea's commitment to 
undertaking the IMF reforms. 
Overseas banks refused to roll 
over loans, foreign investors fled 


the Seoul bourse, and the won 
dropped like a stone. Some critics 
of the IMF In the DS argued that 
the conditions it was imposing 
were too strict Others 
complained that the US was 
contributing to a bailout that ' 
would save western banks from 
facing up to the consequences of 
imprudent lending. 

Kim Dae-jung, the veteran 
centre-left opposition leader, took 
advantage of popular 
unhappiness over the IMF deal. 
His party proclaimed December 3 
as “national economic 
humiliation day" and he 
criticised the IMF agreement as 
representing a “loss of economic 
sovereignty-." Promising to 
renegotiate the deal's terms to 
avoid job losses, Mr Kim enjoyed 
a bounce in support that made 
him the electoral front-runner. 

As foreign investors reacted to 
Mr Kim's apparent lack of 
support for the IMF. Mr Lee 
Hoi-chang, the government 
candidate, accused him of 
worsening the nation's financial 
turmoil with “Irresponsible" 
remarks. Mr Kim beat a tactical 
retreat On December 12, he sent 
a letter to Mr Camdessus, 
promising full compliance with 
the IMF's terms. 

Kim Dae-jnng went on to win 
the presidential election by a 
narrow margin. Meanwhile, he 
had quietly endorsed a proposal 
to send Kim Ki-hwan. Korea’s 
roving ambassador for economic 
policy, to discuss a new financial 
aid package with the US. 

By now, mid-December, foreign 
banks were rolling over only 
20-30 per cent of Korea's . 
short-term debt as each tranche 
expired. An outflow of Slbn a day 
meant that - despite the initial 
inflow of funds under the IMF 
deal - South Korea would 
exhaust its foreign currency 
reserves by the end of the month. 
Ambassador Kim hoped to 
persuade the IMF, the US and 
other lenders to speed up 
payment of the next instalment 
of funds. When be arrived in 
Washington on December 18. he 
carried a new set of proposals, 
known as “IMF plus,” that would 
accelerate promised reforms. 

In a meeting with Lawrence 


Summers, the deputy US 
Treasury secretary, the 
ambassador admitted that Korea 
was days away from a debt 
moratorium. He promised that 
Kim Dae-jung would support 
tougher measures in return for 
aid. 

Initially, the US was 
un enthusiastic. A week before 
Christmas, Robert Rubin, US 
Treasury secretary, was still 
■ publicly confident that Korea 
would not need an accelerated 
lending programme. He said the 
US had no intention of speeding 
up its loans. 

That attitude could not last. On 
the evening of December 18, Mr 
Rubin met Alan Greenspan, 
chairman of the Federal Reserve, 
and other officials for dinner at 
the Jefferson Hotel near the 
White House. They worried that 
a Korean default would trigger a 
banking crisis in Japan, which 
held $25hn in Korean debt and 
cause financial turmoil in other 
' emerging markets where Korean 
banks were heavy investors. 
Something had to be done. 

This shift in the US approach 
was followed by reassurance 
from Korea. On December 22, . 
David Upton, the US Treasury 
undersecretary, met Kim . . 
Dae-jung. who said his top 
priority was to Improve Korea's 
economic competitiveness rather 
than protect job security. 

Time was of the essence. The 
same day, Korean state and 

corporate bonds were reduced to 
junk-bond status by Moody's - 
Investor Service and Standard & 
Poor’s, the two leading US credit 
agencies. 

Meanwhile, the final details pa 
the “IMF plus" agreement were 
being negotiated with the finance 
ministry, including the rapid . 
opening of financial markets to 
overseas investors. At the stroke 
of midnight on Christinas Eve, 
i.tm Chang -yueLthe - 

minister, announced that the IMF 
and eight country lenders had 
agreed to advance yiObn to Korea 
to prevent a debt default! And 
after arm-twisting from the US 
government forage banks 

decided to roll aver loans to 
Korea. The worst appeared over. 
But what lay ahead? 
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PROFILE: LAWRENCE SUMMERS 


Summers: putting cm pressure, cajoling, nudging 


Getting things done the American way 


For a mere deputy secretary in 
an administration with its fair 
share of political heavyweights. 
Lawrence Summers seems to 
pack a lot of punch. 

In the last three months, as 
the Asian crisis has broadened 
and deepened. Mr Summers has 
been everywhere - putting pres- 
sure on the Japanese to reflate 
their economy, cajoling the 
Koreans to implement tougher 
financial reforms, nudging the 
US Congress not to pull the plug 
on IMF funding. 

With the solid personal back- 
ing of President Bill Clinton, he 
has used his considerable politi- 
cal and Intellectual authority to 
drive the US response to the cri- 


sis. His efforts have earned him 
some (mostly) flattering compari- 
sons in the media with a range 
of grand historical figures from 
Henry Kissinger to General 
Douglas Macarthur. 

A burly, good natured, aca- 
demic economist with a first- 
class brain and an irredeemably 
arrogant manner, Mr Summers 
at least inspires confidence that 
he knows what he is doing, even 
if he sometimes leaves his inter- 
locutors feeling as though they 
have just been beaten about the 
head with a copy of Keynes's 
General Theory. 

His approach to the crisis has 
been rooted in Immutable laws 
of modern economics. The coun- 


tries In turmoil have been told, 
in categorical terms, to liberalise 
trade, deregulate financial mar - 
kets and toughen disclosure 
rules. If, by happy coincidence, 
these are all reforms that co- 
incide neatly with the immediate 
aims of US economic diplomacy 
In the region, so much the bet- 
ter. 

More important, Mr Summers 
has been successful in ensuring 
that the entire international res- 
cue operation has been run 
along US lines. There was a dan- 
gerous moment before the Kor- 
ean collapse, when momentum 
was building in Asia behind a 
Japanese-led plan for a special 
regional bailout fund. With some 


nifty footwork and a lot of shut- 
tle diplomacy. Mr Summers man- 
aged to kill off the proposal and 
leave the IMF at the forefront of 
the bailouts - the critical ele- 
ment of the US approach. 

The biggest criticism that has 
been levelled at Mr Summers is 
that he and his colleagues have 
consistently underestimated the 
scale of tbe crisis. The US did 
not contribute funds to the Thai 
bailout last summer, content 
that tbe damage was contain- 
able. It was not The administra- 
tion reassured the world that the 
funds it committed for Indonesia 
and South . Korea would be 
highly unlikely ever to be 
needed. They were. 


In his defence, Mr Summers' 
supporters say such e xpressions 
of confidence were necessary to 
avert a genuine market panic. 
Public fiddling with the worry 
beads would probably not have 
been a good idea, but there is 
also little doubt that things have 
turned out far worse, at almost 
every stage, -than Mr Summers 
and his colleagues expected. 

The ebullient Mr Summers 
still exudes American confi- 
dence, that.* ho we v e r bad hr all 
seems, the sky win not fell in. 
The world is offering up a quiet 
prayer that he will prove to be 
right 

Gerard Baker 
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face tough talks with foreign bankers 


S outh- Korea's delegates return to 
New York next week to begin 
negotiations over a debt restruct- . 
urtog in earnest, hut there will be a big 
divide to bridge. 

For~ while- both Korea and its foreign 
flank creditors agree on the goals - to 
convert a large chunk of short-term 
loans into longer-term debt and to 
replenish the country's depleted for- 
eign currency reserves - there seems 
to be little agreement so far on how to 
get there. . 

-■ Disagreements persist over how 
much money Korea needs to return to 
financial stability, and how much it 
will have to pay for it. Also unclear is 
the extent to which the government 
will guarantee the debts of its troubled 
■ commercial banks, and whether for- 
eign bankers will themselves put up 
new money. 

The outline of one plan, sketched out 
by J.P. Morgan and backed by tbe mam 
creditor banks in New York, first 
emerged-. in late December. While 
increasing in size from Si5bn to S25bn 


Wide differences persist over ways to return the country to financial stability 


and changing in some details to reflect 
particular requirements of other banks 
around the world, its main shape has 

changed little. 

This would involve the Korean gov- 
ernment issuing some $25bn of new 
securities at one go. with maturities of 
one. three, five. 10 and 20 years. For- 
eign banks and investors would bid 
ag a i ns t each other for the paper - the 
banks by offering to exchange existing 
debts owed by Korea's commercial 
banks, other investors by paying cash. 

• Supporters of this plan claim it 
would convert S15bn of short-term debt 
into longer-term securities, raise §10bn 
in new money, and put an end to the 
crisis in ooe fell swoop by proving that 
Korea is again credit-worthy in the 
international markets. 

A "markpi- based solution” like this 
could be the only way for Korea to get 
back financial stability, according to 
one banker, unlike the ] Atln American 


debt reschedulings of the early 1950s, 
many foreign banks have relatively 
little at stake directly, making it 
almost impossible to coerce thorn into a 
formal debt restructuring accord. 

The market, though, is likely to put a 
high price on this exercise. Many of the 
banks would sell on the new securities 
rather than hold them, adding tn the 
mountain of paper the markets would 
have to absorb. To judge by the initial 
soundings, Korea would have to pay a 
risk premium of 7 percentage points or 
more above the yield on US Treasury 
bonds. 

According tn one banker, this is sim- 
ply a fact of life that Korea will have to 
accept: "If they can get it ebeaper else- 
where. fine.” 

Korea does not seem to agree that its 
negotiating position is as weak as this 
suggests. 

Thu government’s preferred option is 
to offer state payment guarantees on 


debt whose maturities are extended. 
Seoul is proposing that interest rates 
on rescheduled loans will be based on a 
floating rate tied to the nation's sover- 
eign credit rating. The finance ministry 
also wants to issue a $!0bn government 
bond and arrange a 85bn loan syndica- 
tion to replenish its foreign currency 
reserves, as proposed by Us own finan- 
cial advisers. Goldman Sachs and Salo- 
mon Smith Barney. 

Seoul is less enthusiastic toward the 
J.P. Morgan option, because the expec- 
ted higher interest rate would increase 
its future debt burden. 

Korean officials also fear tbe pro- 
posal would possibly weaken relation- 
ships between Korean and foreign 
banks. Like other Asian nations. Korea 
regards strong and long-standing busi- 
ness ties as a guarantee of security. 
Urn Chong-yuel. the finance minis ter, 
has empbaslsed this theme in talks 
with foreign bankers m Seoul. 


Tbe Grand National party, the main 
opposition group that holds a parlia- 
mentary majority, has also criticised 
the extension of government guaran- 
tees because tt fears they will lead to 
higher taxes to cover the debts if they 
can't be repaid by banks. 

Several Japanese banks also want to 
preserve direct relationships with their 
Korean counterparties. Most critically, 
however, they need a government guar- 
antee, which would allow them not to 
count Korean debt is their capital ade- 
quacy ratios - which with Japan’s 
banking system facing problems loans 
totalling YT».710bn ($75Qbn) are under 
extreme pressure. 

In Europe some banks, notably the 
Swiss and British, have expressed sup- 
port for the JJ». Morgan plan. Several 
French and German backers, however, 
suspect their US competitors may be 
trying to extract large investment 
banking fees, rather than stoically 


bearing their share of the pain. "Man- 
date chasers are tbe last thing we 
need." said one continental banker. 

Korea's dilemma is acute. If, as the 
government and its bankers claim, the 
country is fundamentally sound and 
faces only a short-term liquidity prob- 
lem. then a successful J.P. Morgan- 
style restructuring could quickly 
restore confidence - as happened after 
the successful rehabilitation of Mexico 
three years ago. The price, however, 
would be penal borrowing costs on all 
$25bn of the new debt, and possibly 
unacceptable internal economic pain_ 

A formal moratorium and reschedul- 
ing of debt repayments, on tbe other 
hand, could cost less, financially, but 
the damage it would do to Korea’s 
credit and access to capital markets 
could last for years. 

Richard Waters in New 
York. John Burton in Seoul 
and George Graham in 
London 


Rupee hit 
by forex 


Tokyo to let banks revalue assets 


hy Kristina Gufta in Bombay 

The Indian rupee fefl to an 
all-time low yesterday, 
breaching the psychological 
barrier. of Rs4Q to the dollar 
to close at Rs 40.10, on fears 
that .foreign investors would 
steer dear of India While the 
turmoil in Asia continued. 

fears that the country 
would he deprived of inflows 
of foreign exchange also 
depressed stocks. The bench- 
mark BSE: *30 index closed 
down 31 points at 3.401. 

Yesterday's Calls follow the 
collapse of Peregrine, the 
Hong Kong-based invest- 
ment bank, which was a par- 
ticipant in India's stock mar- 
kets. Peregrine's failure 
dealt a further blow to confi- 
dence which suffered when 
Moody's Investor Service 
said last week it was review- 
ing India's credit rating for a 
possible downgrade from 
investment grade, to sub- 
investment grade status. 

Traders said pressure on 
the rupee had mounted as 
expected inflows of foreign 
portfolio investment failed to 
materialise. Companies have 
avoided repatriating dollar 
profits in expectation that 
the rupee will depreciate. 

There are also reports of a 
fall in remittances from 
Indians working abroad. 
These, totalling Sllbn last ! 
year, form a vital source of 
foreign exchange. • 

Meanwhile. Delhi's plans 
to earn dollars through sell- ; 
ing . global depositary ! 
receipts representing shares | 
in state-owned companies i 
appears to have stalled. This 
compounds a loss of compet- 
itiveness in export markets 
- less severe a problem for 
India than for other Asian 
countries as trade accounts 
for only: about 22 per cent of 
gross domestic product. 

. <hetan, Aliya, economist at 
Caspian Securities, said he 
expected "a further deprecia- 
tion of about 11 per cent [in 
the rupee] over the next 12 
months”- ■ 
Cumaudes.Page 23 


By GBCan Tett in Tokyo 

The Japanese government is 
drawing up plans to change 
banks' accounting rules to 
prevent recent stock market 
falls triggering a crisis m the 
financial sector. 

Officials have suggested 
that banks should have a 
looser system for measuring 
their land and equity portfo- 
lios. so that (heir capital 
bases are reported in a more 
flattering manner. 

The move has been moti- 
vated by Fears that some 
leading hanks could fail to 
meet the 6 per cent capital 
adequacy ratio stipulated by 
the Bank for Internationa/ 
Settlements. The concern Is 
that such falls in capital are 
prompting banks to cut their 
lending, thereby raising the 
possibility of bankruptcies. 

. Tbe proposed scheme 
would re-evaluate equity 
portfolios at their book value 
rather than at the prevailing 
market value. This would 
boost banks’ capital because 
it would, in effect ignore the 
sharp share price falls of 
recent weeks. 

The ruling Liberal Demo- 
cratic party (LDP) also 
wants banks to record their 
land assets in terms of mar- 
ket prices, rather than the 
initial purchase cost. This 
would create new “gains” for 
banks, since mo6t land was 
acquired decades ago. 

Oklharu Yasuoka. head of 
the LDP's financial stabilisa- 
tion panel, yesterday esti- 



Rare cheerfulness among Tokyo brokers yesterday as stocks rose to close 2Yi% higher 


mated it would create 
Y4.000bn ($30bn> gains for 
banks. Tbe LDP plans to 
allow banks to count 45 per 
cent of these "gains” as capi- 
tal, he added. “We will pro- 
pose a bill for this soon and 
we want it to be in effect for 
March 31." 

Some western analysts are 
critical of the measures. 
James McGinnis of Dresdner 
Kletnwort Benson said: 
“This is just accounting gim- 
mickery. What the banks 


need to do now is address 
the fundamentals.” 

Some stronger hanks have 
indicated that they would be 
reluctant to use the new 
options. In particular, stron- 
ger banks fear using them 
could trigger an adverse 
market reaction because U 
would raise suspicions that a 
bank had something to hide. 

Separately, officials from 
the LDP will meet senior 
executives of Bank of Tokyo 
Mitsubishi (BTM) today to 


try to persuade the bank to 
issue preferred shares or 
bonds. The move follows 
calls for BTM to play a lead- 
ing role in a broader scheme 
to use public money to 
recapitalise Japan's banks 
by purchasing shares and 
bonds. 

The Mils have generated 
controversy within BTM, 
where executives argue that 
the bank's articles of incor- 
poration do not allow it to 
issue preferred stock. 


However, some BTM offi- 
cials have suggested that the 
bank could issue subordi- 
nated bonds instead. "We 
are studying this, but we 
need to see how the political 
debate develops," one BTM 
official said. 

The suggestions yesterday 
helped to push the share 
price of BTM up YS0 to 
Yl.740. on hopes that the 
proposals would strengthen 
the group's capital base. 

The proposals have arisen 
because next week the Min- 
istry of Finance will present 
a bill to Japan's parliament 
which could enable up to 
Y30.00ubn of public funds to 
be used to support the finan- 
cial sector. 

If the proposals are passed 
by parliament, up to 
Y10.000bn of public funds 
would be earmarked for a 
potential purchase of banks' 
preferred stocks and subordi- 
nated bonds. Another 
Y3,000bn could also be 
drawn upon later for addi- 
tional stock purchases, if 
this money was inadequate, 
officials add. 

Some government officials 
and politicians want to 
restrict the scheme to the 
hanks which are solvent, but 
face problems raising capital 
in the markets. 

However, parts of the LDP 
are pressing for the strong 
banks, such as BTM. to issue 
preference shares first, to 
remove any market stigma 
with the scheme. 


US holds out 
funding hope 
to Thailand 


S&P cautious on Pakistan outlook 


By Farhan Bokhan in Islamabad 

Standard & Poor’s, the international 
credit rating agency, has revised the 
long-term outlook for Pakistan’s 
foreign currency debt rating from 
“stable” to “negative", prompting 
concents over tbe country's external 
position. 

The agency cited rising external 
debt and growing dependence on 
short-term funding among the rea- 
sons for. its decision. However, the 
ratings for the long-term debt at 


B-plns and for short-term debt at B 
were left unchanged. 

The KSE-100 index on the Karachi 
stock exchange, under pressure 
because of the Asian crisis, lost just 
below l per cent Market analysts 
said that yesterday's falls had been 
triggered mainly by the S&P 
announcement 

Sartaj Aziz, finance minister, said 
in Islamabad he was encouraged by 
S&P’s decision not to lower the 
long- and short-term debt ratings. 
He attributed the agency’s decision 


to change the outlook mainly to 
anxieties in financial circles over 
the outlook for Asian countries, not 
just Pakistan. 

The finance ministry, in its latest 
assessment of economic trends, was 
broadly upbeat. 

Mr Aziz said Pakistan would 
achieve 5.5 per cent growth in its 
gross domestic product in 1997-98, 
against 3.1 per cent for 1996-97. 

Pakistan would also meet the bud- 
getary deficit target of 5 per cent of 
GDP for 1997-98 against 6J2 per cent 


the year before, the minister added. 
The half-yearly international trade 
deficit had also fallen to Sl.Ibn from 
S1.7bn a year before. 

Official foreign exchange reserves 
had edged up to 61-25bn, enough to 
meet five weeks’ imports, from 
5722ra last year. 

But critics charge that the 
improvement in trade has been 
achieved by suppressing imports, 
suggesting weak demand from 
Industry and only a modest growth 
in exports. 


1 By Ted Bardacke 
i in Bangkok 

' The US is committed to 
ensuring that Thailand has 
“adequate funding" to work 
out its economic difficulties, 
the US deputy treasury sec- 
retary, Lawrence Summers, 
said yesterday, raising the 
prospect that Thailand could 
be granted more interna- 
tional help in return for 
strict adherence to its Inter- 
national Monetary Fund pro- 
gramme. 

Thai financial markets 
soared on Mr Summers’ 
remarks. The Thai stock 
market gained 5.37 per cent 
to 367.69. while the baht 
strengthened for the second 
consecutive day to Bt52-7 to 
the dollar. 

Private analysts and some 
Thai officials believe the 
country needs more money 
than tiie S17.2bn IMF pro- 
gramme arranged last 
August. While Thailand’s 
foreign reserves have held 
up well, capital outflows and 
regional economic turbu- 
lence have put further 
strains on the country's 
shaky banking sector. 

Thai bankers say that 
without government assis- 
tance to remove bad debt 
from their books, they will 
be unable to raise up to 
S13bn that it needs to recapi- 
talise the banking system 
over the next three years. 
The IMF has tacitly acknowl- 
edged Thailand's need to 
raise more money by lifting 
the government's foreign 
borrowing limit this year by 
$5bn. However, because of 
credit rating downgrades the 
government is finding It 
hard to raise this money. 

After a series of meetings 
with the prime minister, 
Chuan Leekpai, and finance 
minis ter, Tarrin Ninunana- 
haeminda, Mr Summers said 
he was “very impressed” 


with Thailand’s progress in 
reforming its economy, par- 
ticularly with regards to 
transparency. 

Mr Summers said the pri- 
ority should now be a 
"strong commitment to poli- 
cies that restored confi- 
dence. that could attract 
funds in the private market 
place", but added that "we 
are determined to work with 
the IMF to ensure ade- 
quately financed support". 

Next week Mr Tarrin will 
travel to Washington to 
meet IMF officials and 
review the status of the 
Fund's programme. Several 
changes to the programme 
are expected, although they 
will not be formally ratified 
or announced until the end 
of February. 

Mr Tarrin stressed that he 
would not be asking for 
more money during his visit. 
“Don’t t hink we are asking 
for help. We need to help 
ourselves first," he said. 

But other Thai officials 
said they hoped that with US 
assistance, something might 
be proposed by the Fund or 
that the Fund would be will- 
ing to "endorse" a capital 
raising effort by the Thai 
government 

Mr Tarrin will also meet 
Robert Rubin, the treasury 
secretary and Madeleine 
Albright secretary of state, 
amid harsh criticism in 
Thailand of US failure to 
provide direct assistance to 
its oldest ally in the region- 

Mr Summers sought to dis- 
pel criticism that the US had 
acted too slowly in recognis- 
ing the severity of Asia's 
financial crisis: "For trade 
reasons, for reasons of finan- 
cial stability and for reasons 
of national security, the US 
has a very large stake in 
Asia's prosperity and stabil- 
ity. We have an important 
stake in Thailand’s economic 
reform.” 
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banks imperil Indonesian 
to reform finance sector 


We are pleased to announce 
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shut down all of the bad 
: banks at once - or none at 
all." said Nell Saker of Soc- 
Gen-Crosby. “By doing it as 
a half-measure, they were 
sending the wrong message. 
They wanted to show they 
were moving. Everybody 
knew : more would go, but 
: nobody knew which ones.” 
Analysts say the situation 
has since deteriorated 
sharply with small banks 
and even some larger private 
sector ones finding It hard to 
raise deposits, while their 


revenues and dollar debts to 
meet their obligations. It has 
also undermined the capital 
base of large and medium- 
sized private sector banks 
whose capital is denomi- 
nated in rupiah but whose 
lending is on average one- 
third in dollars. 

There is thus an urgent 
need for restructuring which 
would reduce tbe total num- 
ber of banks from almost 200 
at present and recapitalise 
those which are capable of 
survival, analysts say. At 


‘The cracks are visible in the 
clearing system. There are local 
banks which cannot meet their 
dollar commitments on the 
interbank market’ 
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loan books deteriorate in the 
wake of the* rupiah’s col- 
lapse.' "The cracks are visi- 
ble in tbe clearing system. 
There are local banks which 
cannot meet their dollar 
rommitinents on the inter- 
bank market,” said one for- 
eign banker. That could 
drain precious currency 
reserves as the central bank 
is forced to step in to help. 

According, to an analysis 
by SocGen-Crosby, the cur- 
rency’s fall has decimated 
“the balance- sheets of Indone- 
rian banks. Not only because 
it has made it much harder 
"for companies- with rupiah 


the same time, Indonesia 
needs improved regulation 
- and proper bankruptcy laws 
to allow bad debts to be col- 
lected. 

No (me has tried to collect 
debts from the 16 banks that 
were closed, says William 
Keeling of Dresdner Klein- 
wort Benson. This means the 
large bad debt problem 
remains unaddressed. Even- 
tually companies will have 
to be allowed to go bank- 
rupt The state may have to 
take responsibility for the 
bad debts and sell off the 
affected assets. 

So for. however, the cen- 


tral bank has moved cau- 
tiously both with closures 
and the enforcement of 
proper accounting. Offi- 
cially, bad debts are put at 
only 2 to 3 per cent of loan 
books, but in reality the 
problem Is much larger, ana- 
lysts say, and tbe authorities 
are reluctant to draw atten- 
tion to the problems feeing 
large corporate borrowers 
with strong political connec- 
tions. 

Similarly, there is concern 
that closure of larger banks 
would cause alarm in the 
public, and possibly spark 
social unrest as depositors 
tried to get their savings 
back. 

"The authorities have to 
intensify their efforts at 
merger and acquisition and 
the government should par- 
ticipate in this," said Frans 
Seda, a former finance min- 
ister. But while some econo- 
mists argue that the large 
state banks should be made 
responsible for absorbing 
smaller private banks, oth- 
ers are concerned that tbe 
state banks, which are them- 
selves due for a process of 
merger and consolidation, 
are not financially strong 
enough to do so. 

Nor is the situation 
enco ur aging among the pri- 
vate banks. Bank Danamon. 
one of the largest which is 
known to have a weak bal- 
ance sheet is negotiating a 
capita] injection from the 
S alim group and CSFB, the 


international investment 
bank. Bank Dagang, which 
is controlled by the Gajah 
Tunggal group, is heavily 
exposed to property. 

Even with restructuring, 
regulation would be criti- 
cally important notably with 
regard to the need to stop 
intra-group lending, says 
Tom Inglis of ING Barings. 

“The problem isn’t so 
much the rule book as its 
enforceability," he adds. 
“The financial sector has 
grown much faster than 
Indonesia's ability to regu- 
late it." 

Indonesia's recent record 
in this regard is not encour- 
aging. however. Several cen- 
tral bank executives were 
were questioned by police 
shortly before Christmas | 
amid allegations of corrup- i 
tion. 

International faith in the 
first IMF package was upset 
following the efforts of one 
of President Suharto's sons, 
Bambang Trihatmodjo. to 
prevent closure of his Bank 
Andromeda. After threaten- 
ing the finance minister 
with a lawsuit, he was 
allowed to acquire another 
bank, Bank Alfa, which now 
operates from the original 
bank’s premises. Whether 
the new programme will fare 
better remains to be seen. 
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Britain to call for united approach oyer Iran 


^Bniio»<3t^toWa3hiflSlcm ’ 
and Guy tie Jonqut*ras In London 

Robin CooK, the UK foreign secretary, 
will today launch a bid to narrow 
transatlantic differences over US sane- 
lions legislation during the British 
presHency of the European Union. 

He. lsexpected tocaD In Washington 
fur the US and EIT to forge a common 
approach to Iran, to encourage liberali- 
sing tendencies and thwart Iran's 
efforts to acquire destabilising weapons 
and foment terrorism. 


Mr Cook's speech will be designed In 
part to stop the simmering transatlan- 
tic dispute over US laws penalising for- 
eign investors In Iran. Libya and Cuba 
from boiling over in the spring. 

The US administration is under heavy 
pressure from Congress to decide soon 
whether Total of Trance, Gazprom of 
Russia and Malaysia’s Petronas have 
violated the Iran-Ubya sanctions act by 
agreeing to invest in a $2bn gas project 
in Iran. 

If the companies were found to hove 
broken the law. the administration 


would have 90 days to decide on sanc- 
tions against them. Such a decision 
would enrage France and could under- 
mine transatlantic attempts to resolve 
the broader sanctions dispute. 

The urgency of finding a settlement 
Is increased by the expiry in mid-April 
of the EU’s right to reinstate Its World 
Trade Organisation complaint agailjSt 
the Helms-Rurton anti-Cuba law. The 
EU sees the suspended complaint as its 
main diplomatic lever for keeping pres- 
sure on Washington. 

Mr Cook is expected to seek to bridge 


Japan carmakers renew 
their European offensive 

But EU manufacturers claim they are trying to export their 
way out of their troubles, writes Michiyo Nakamoto 


J apanese car manufactur- 
ers have renewed their 
offensive on the Euro- 
. pean market, alarming Euro- 
pean vehicle makers which 
are seeing falling exports to 
Japan. 

Japanese exports to 
Europe surged 32 per cent in 
die. ll months to November, 
according to the latest fig- 
ures from Japan Automobile 
Manufacturers Association. 

“We are not happy at the 
moment about the trend in 
auto trade," says Anthony 
Millington, representative of 
ACEA. the European indus- 
try association, in Tokyo. 
“This is the clearest indica- 
tion the Japanese are export- 
ing their way out of their 
troubles at the expense of 
somebody else.” 

But a bigger threat to 
European carmakers is 
likely to be from the trans- 
plants the Japanese are busy 
b uilding in the region. 

Earlier this month. Toyota 
unveiled plans to : invest 
£I5Qm ($241 ,5m) and expand 
engine production in the UK. 
The extra investment fol- 
lows its decision to invest 
FFr4bn ($656. 8m) to a second 
European car plant in north- 
ern France to produce 
150,000 new vehicles a year. 

Announcement of the new 
factory created a stir among 
European carmakers.: con- 
cerned about rising over-ca- 
pacity in their home market. 
Toyota’s expansion is the 
latest and most conspicuous 
move by Japan's leading car-" 
makers to step up their pres- 
ence in the region. 

Nissan, which spear- 
headed the Japanese foray 
into Europe, is expanding' its 
facility in the UK and win be 
producing 100,000 units of 
the. Almera there from 2000 
onwards. Honda fs likewise 


If Japan wants to boost exports to help 
forestall a recession, it should open its 
domestic markets or risk renewed trade 
tensions with the US, US Senator Carl Levin 
said yesterday, reports Reuters in Tokyo. 

“I don’t think the Congress is going to 
tolerate any countries that try and export 
their way out of an economic downturn 
which don’t give ns access to tbeir market 
at the same fine,** he said. 

While Japanese exports have risen 
steadily in recent months, due in large part 
to the strength of the dollar against the yen, 
imports have slumped, reflecting Japan’s 
sluggish domestic economy. 


Recent Japanese industry data showed 
that the number of imported cars sold in 
Japan fell 13.2 per cent in 1997 although the 
number of cars exported in the first ll 
months of the year rose 25.6 per cent from 
the previous year. 

The senator also expressed dissatisfaction 
at the pace of deregulation in Japan's car 
and car parts markets after a 1995 
US-Japan market-opening pact that ended a 
bitter trade dispute between the two 
countries. 

Mr Levin warned that car trade tensions 
could escalate this year if the US remained 
dissatisfied with Japan’s actions. 


expanding output at Swin- 
don. also in the UK, from 

100.000 to 150.000 next year, 
Mitsubishi Motors, which 
has a joint venture with 
Volvo in the Netherlands, 
will increase output by 

50.000 next year. Japanese 
capacity in Europe will rise 
by 300,000-350,000 over the 
next four years. 

The investments reflect a 
resolve among Japanese car- 
makers to win a greater slice 
of tbe European market. 
“Our presence in western 
Europe is extremely unsatis- 
factory." says Yoshimi 
Inaba. Toyota’s director in 
charge of Europe and Africa. 
Mr Inaba intends to 
strengthen Toyota’s western 
European sales and win 5 
per cent of the market 

Nissan is no less deter- 
mined to expand sales in 
Europe. “Considering how 
much we have invested in 
Europe, the region has 
become very important.” 
says Akio Sumitomo, Nis- 
san’s director in charge of 
European business. 

In addition to moving pro- 
duction of the Almera to 
Europe, the company is plan- 
ning to produce a new multi- 
purpose vehicle as well as 
diesel engines and transmis- 


Ukraine steel 


in the cold 


By .diaries ^ Clover in Kiev 

"Of course i don’t think it’s 
fair."" ' said Valentin Kuli- 
che^jko, . Ukraine’s deputy 
minister of industry, discuss- 
ing Anti-dump ing legislation 
introduced last month hy the 
US_;a gainst Ukrainian- steel 
-products.- . : ’ . 

Ukraine.. was one of four 
countries named by tbe US 
fqr- eSBittg steel at below 
markqfv prices. But Ukrai- 
nian Jnddstry officials are. 

. indignant ; and deny the 
‘ charges^ Biey^ also point out 
that the US action will -harm 
their industry, which is 
goin g through transition. ‘ - 
•. Ferrous - 7 metals axe 
-extremely, important to 
Ukraine's economy,, account- 
ing for a quarter of gross 
domestic product, along with 
'a quarter rif export revenues. 
The US has given Ukrainian 
steel producers an -import 
quota of -158,000' tonnes,, a 
third of lastyear’s exports to 
tiie US .of sbajOOO’ tonnes. The 
US buys roughly a quarter of 
Ukrains’ssteel exports every 
year. 

“This wfitlnnit pur export 
market, of course. . : I hope 
;tbat our internal market .will: 
beableto compensat^how 1 
ev& " said Igor Golchenko of 
A2ovstal,:the third largest 
s^ producer. V - , • ' 

Elena Ukolova,- metals . 
industry analyst of the bro- , 
kerage Wood & Company in 
Kiev, said: “Thfc-wffl have a. 
negative, effect on the- steel .*• 
industry,, though - we will 
have to see whether Ukraine 
can make up tor. it with 
exBorts eJsewhere- H , . 

Last: * year; Axoystal, 
exported: 300,000 tonnes of 
steel, to the US and spent 
neariy fisozd. on investments 
to Jqigradelts facilities. This 
year, If can only hope to 


split up the quota with its 
fellow steel producers. An 
official at Azovstal said that 
the factory had not been 
dumping but selling its prod- 
ucts at the market rate of 
between $260 and $270 per 
tonne. He claimed' that US 
steel producers were con- 
cerned about Ukraine attain- 
ing around 10 per cent of 
market share in the US. 

T hope our 
internal market 
will be able to 
compensate 5 . 

The .US is not the only 
country to impose a quota 
on Ukrainian steel. Import 
quotas on steel were .estab- 
lished la 1994 by the Euro- 
pean Union at 233JXJ0 tonnes 
per year. The. dumping row 
follows other, troubles for 
Ukrainian metals exports. 
Last year, according to Mr 
Kulichenko,' 50 per cent of 
Ukraine’s metals were 
exported to Asia, though the 
economic difficulties there" 
are sure to cut into demand 
in the coming year; 

. Hie one bright spot is Rus- 
sia, which on Monday abol- 
ished a 20 per cent value- 
added tax- on- .Imports .from 
Ukraine as part of an effort 
to end a trade war with its 
neighbour which has lasted 
for a- year and a half. 

' When the VAT was 
imposed in September 1996, 
ferrous metals exports to 
Russia, previously account- 
ings for 20 per cent of 
Ukraine's steel exports, were 
rot in" MIL' “Among other 
iedastriesy Ukrainian steel 
wifi benefit a great deal from 
Russia's dedsian to abolish 
the VAT,”: said Ms Ukolova. 


sions in Spain. “So. we must 
sell more vehicles," Mr 
Sumitomo emphasises. 

He wants to raise Nissan’s 
unit sales in Europe from 

450.000 last year to 550.000. A 
10 per cent increase in sales 
this year means that 
already, the company is 
inching towards 500.000 unit 
sales. To support its Euro- 
pean drive, Nissan has 
appointed Earl Hester berg, 
who was instrumental in 
building up its US sales, as 
vice-president of European 
sales. 

Honda has targeted sales 
of 300,000 by the year 2000, a 
rise of 36 per cent. While 
Japanese carmakers play 
down fears they are launch- 
ing an export offensive to 
counter weak demand at 
home, exports could grow 
further once a monitoring 
agreement between Japan 
and the EU expires in 1999. 

The quota has not been 
reached over the past few 
years, but the recent surge 
in exports to Europe means 
Japanese carmakers are 
likely to fill their export 
quota for the first time in 
years, said Ed Brogan, indus- 
try analyst at Salomon 
Smith Barney in Tokyo. Con- 
cern among EU carmakers 


NEWS DIGEST 


Manila airline 
to scrap orders 

Philippine Airlines, the country's flag carrier, yesterday 
said It planned to cancel orders for four Boeing aircraft 
The four B747-400 aircraft were due to be delivered in 
phases from tbe end of 1999. 

. PAL gave no reason for the move hut a local newspaper 
said the carders were being cancelled because of high debts 
and inability to turn a profit The formerly state-owned 
airline was troubled by a bitter fight for management 
control until last year. The airline remains burdened with 
heavy debt and financial losses. 

PAL was in the midst of a re-fleeting programme to add 
.36 new aircraft, of which eight were to come from Boeing. 
The remainder of the aircraft were ordered from Europe’s 
Airbus consortium which said PAL was going ahead with 
its purchases despite its intention to cancel tbe four 
Boeing jets. Reuters, Manila 

■ PETROCHEMICALS 

Exxon to build Thai plant 

Exxon of the US said yesterday it was proceeding with a 
$4O0m petrochemical plant in Thailand despite East Asia's 
economic turbulence. The plant, to be completed in 1999, 
will produce 350,000 tonnes per year of paraxylene, a raw 
material used to make purified terepthalic acid, or PTA. 
PTA is used to mate polyester fabric and packaging 
material. 

The facility will be fully integrated with the Esso 
Thailand 145,000 bpd refinery along Thailand's eastern 
seaboard industrial region. A final decision on building 
the plant had been delayed by the country’s currency 
crisis. 

Analysts said Exxon was building into a situation of 
overcapacity, with three paraxtyene or PTA plants up and 
running and two more being built. But the company 
already had much of the necessary infrastructure in place 
at its refinery. Ted Bardacke, Bangkok 

■ BUSINESS DELEGATION 

Daley to visit Turkey 

Wilhazn Daley. US commerce secretary, will visit Turkey 
next week with 25 chief executives and business leaders. 
Turkey has been targeted by the Commerce Department 
as a potential “big emoting market” for US business. 

Mr Daley will inaugurate a US-Turkish Business 
Development Council, which is to provide a forum for 
addressing transparency, intellectual property rights and 
privatisation efforts in key sectors, such as energy. 

! construction and telecommunications, 

Mr Daley will also visit Greece in the first visit by a 
Clinton cabinet member. He wifi push for. an opening of 
the government procurement sector to US companies and j 
reforms in intellectual property protection, 
telecommunications and financial services. j 

Nancy Dunne, Washington i 


differences nvc-r Iran by acknowledging 
that the EU’s policy of "critical dia- 
logue" with Tehran has failed to bring 
about the desired changes in Iranian 
behaviour. 

He will e.vpress understanding of US 
worries about iron's efforts to acquire 
weapons of mass destruction, including 
chemical, biological and nuclear weap- 
ons as well as ballistic missiles. 

Diplomats see an opportunity to heal 
transatlantic rifts over Iran in the fact 
that the EU presidency is now held by 
the member state which has the closest 


bilateral security relationship with 
Washington, and takes a dimmer vi ear 
of Iran than do some of its European 
partners. 

But Mr Cook will also reiterate the 
Europeans’ strong objection to extra- 
territorial legislation designed to con- 
strain the behaviour of non-US compa- 
nies. 

Iran’s behaviour in the coming weeks 
will be watched closely for signs that 
its more moderate rhetoric is being 
translated into a slowdown in Its arms 
buildup. In particular. US and Euro- 


pean diplomats want to see how Iran 
folloa-s up on its formal participation 
in the Chemical Weapons Convention, 
sealed late last year, and whether if 
comes clean about the poison gas 
stocks it is believed to possess. 

But congressional hawks will insist 
tbe US administration at least takes 
the first steps towards sanctioning 
Total, arguing that all incentives for a 
change in Iranian behaviour will be 
removed if Washington grants a waiver 
and investment is allowed to flood into 
that country. 
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Airport slots 
plan for Narita 
sparks protest 


has led to calls for a continu- 
ation of the export curbs. 

For Japanese carmakers, 
expansion in Europe is 
important at this point in 
their global business strat- 
egy, mainly due to the 
mature domestic market. 
Tbe share of Japanese sales 
in the US has reached a 
politically sensitive level of 
about 24 per cent. Raising 
exports to expand sales has 
become increasingly risky. 

The situation raises the 
Importance of Europe as an 
export market to soak up 
excess production in Japan 
and maintain domestic 
capacity utilisation. "The 
good thing about the 
Capella, which is also sold in 
Europe, is that If we fall 
short in Japan, we can direct 
that to Europe," admits Ron- 
ald Leicbt, senior managing 
director of Mazda. 

The potential for higher 
sales in Europe is also an 
attractive factor. "The Euro- ! 
pean market is about as big 
as the US. But our business I 
is, unfortunately, not as big 
in Europe," says Mr Sumi- 
tomo. i 

Manufacturers have no 
illusions about the difficul- , 
ties they face in the Euro- I 
pean market. “We believe i 


our quality is better than 
that of European car mak- 
ers." says Mr Inaba at 
Toyota. But loyalty to 
national brands and lack of 
familiarity has meant many 
Europeans have not got tbe 
message. One of Lhe greatest 
challenges Japanese car- 
makers face in Europe is to 
improve their brand image, 
be says. 

Japanese producers have 
been successful at exploiting 
market niches. Toyota's 
RAV4 and Honda's CR-V are 
sports utility vehicles Euro- 
pean car makers do not 
offer. This year, Mazda Is 
exporting its highly popular 
small MPV, the Demio. 

Daihatsu, a much smaller 
company, has also had suc- 
cess with its Move and 
Grand Move multi-purpose 
vehicles. "You have Japa- 


nese companies that were 
never really that popular in 
Europe selling cars that 
were popular in Japan to the 
Europeans,” said Christo- 
pher Redl. industry analyst 
at ING Barings in Tokyo. 

The benefits of a weak yen 
allow tbe Japanese "to use 
tbe currency gains to plough 
them into Europe for mar- 
keting purposes.” Mr Redl 
points out. The first-hand 
knowledge they have gained 
about the European market 
is helping them raise cost 
competitiveness. Mr Sumi- 
tomo declares. 

Japanese carmakers are 
able to bring products much 
faster to market than their 
European rivals. “The Euro- 
peans are not prepared for 
the highly efficient manufac- 
turing capability of the Japa- 
nese," Mr Redl warns. 


By Michiyo Nakamoto 
in Tokyo 

European and Japanese 
airlines have reacted angrily 
to a possible deal between 
Japan and the US to redis- 
tribute used slots at Narita, 
Japan’s main international 
airport, to US airlines. 

Tbe deal, which would 
give under- utilised slots 
owned by Federal Express, 
the US delivery sendee, to 
VS passenger airlines, is 
believed to be a key Japa- 
nese concession towards con- 
cluding prolonged bilateral 
aviation negotiations with 
the US. 

The two sides are sched- 
uled to hold further talks in 
Washington next week. Such 
a move would pacify US 
demands for additional slots 
at Narita, which had been a 
significant obstacle to con- 
clusion of a US-Japan avia- 
tion accord. 

“What appears to be hap- 
pening is that unused slots 
are being allocated to US air- 
lines. Our concern is that 
what is happening is not 
transparent.” said a Euro- 
pean Commission officiaL 

The EU Is considering 
what further steps it can 
take against the move, 
including legal measures. 

EU airlines, which have 
just one-fifth the number of 
slots of US airlines, risk 
being hurt by the latest 
move, the official said. 


Under international rules, 
slots that become available 
because they have not been 
fully used are redistributed 
by a committee of the Inter- 
national Air Transport Asso- 
ciation (1ATA), under clear 
and transparent rules. 

However, the slots which 
have not. been used fully by 
Federal Express, are likely 
to be redistributed to US pas- 
senger airlines, rather than 
distributed by an lATA com- 
mittee. 

The US and Japan are 
believed to be closer to 
reaching an accord, after 
years of negotiations over 
market opening and onward 
rights. 

EU concerns over the slots 
redistribution were raised by 
Tony Blair, the UK prime 
minister, when he met Ryu- 
taro Hashimoto, tbe Japa- 
nese prime minister, earlier 
this week. 

Sir Leon Brittan, EU trade 
commissioner, also pressed 
the Japanese transport min- 
ister for fair and transparent 
system of redistribution of 
the slots. 

Japanese transport offi- 
cials maintain that the slots 
are distributed on a national 
basis- and as the existing 
slots belong to a US carrier, 
it is up to the US to redis- 
tribute them. 

However. EU and Japa- 
nese officials claim that such 
a move goes against LATA 
rules. 
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NEWS: UK 


Top Conservative slams Emu ‘dangers 


UK NEWS DIGEST 


By John Kampfner, 

Chief Political Correspondent 

A European single currency would 
deprive voters of an input into 
decision-making, leading to resent- 
ment and extreme nationalism, 
Michael Portillo said last night. Mr 
Portillo was chief defence minister 
in John Major's government until 
losing his seat in the House of 
Commons at the 1997 general elec- 
tion 

Mr Portillo asserted that any eco- 
nomic case for monetary union had 
disappeared a decade ago and the 
political case was misguided and 
dangerous. 

His speech to the Institute of 
Economic Affairs in London 
marked an officially sanctioned 
attempt to consolidate the Conser- 
vative party, the largest opposition 
party, behind a position of outright 
hostility to Emu. It also suggested 
a growing role for Mr Portillo at 


Reassurance for party’s Euro-MPs 


There will be no pnrge of 
pro-European Conservative mem- 
bers of the European Parliament 
in the nan -up to the next Euro- 
elections. Lord Parkinson, chair- 
man of the Conservative party, 
said at the parliament yesterday. 

He moved to reassure thbe par- 
ty's IS members of the parliament 
that, far from being deselected. 
they will receive priority treat- 

the heart of the leadership. 

He had been seen as the most 
likely successor as leader to John 
Major, a position won a month 
later by William Hague, who had 
also served in Mr Major's govern- 
ment. Mr Hague has shifted policy 
to opposing Emu for up to 10 years, 
which he says will enable a future 


ment in the proportional represen- 
tation list system that win be used 
for first time in next year's elec- 
tion. 

The new system, dividing the UK 
into 12 European regions return- 
ing a total of 87 MEPs, will mean 
that all sitting MEPs will have to 
fight for selection again. The Con- 
servatives insist they will not 
demand a “loyalty test” on the 

British government to determine 
whether or not the project is a suc- 
cess. 

However, Mr Portillo attacked 
the principle, saying it was an 
attempt to foist political unifica- 
tion on disparate European 
peoples. “If we shoe-horn the 
nations of Europe into an artificial 


MEPs' position on the planned 
European single currency. 

“The basis is one member, one 
vote: the process of whittling 
down the original list will be car- 
ried out by Euro constituency and 
Westminster chairmen in each 
region. Every sitting member will 
have the right to go straight 
through to the final interview 
stage." 

uninn , we will not abolish national- 
ism. indeed we risk stirring it up. 
The danger is that we make people 
feel that their national interests 
will be overlooked, and that they 
cannot assert them through the 
bafioL” 

Mr Portillo's speech appeared 
cer tain to spark further Conserva- 


tive in-fighting. It cazne a week 
after 11 senior members of. the 
party said they could be prepared 
to campaign with the Labour gov- 
ernment and the strongly pro-Euro- 
pean Liberal Democrat party in a 
referendum on UK participation in 
Emu. 

Their view has become increas- 
ingly marginalised by the Conser- 
vative leadership. The 11 included 
Michael Heseltme, who was Mr 
Major’s deputy prime minister; 
Kenneth Clarke, his chancellor of 
the exchequer, and Chris Patten, a 
former minister who later became 
the last governor of Hong Kong. 

Mr Portillo took issue with two 
arguments put forward by advo- 
cates of Emu - that it would rein 
in nationalism, and accelerate 
political de-centralisation. 

A European central bank, 
accountable to a European parlia- 
ment of limited public credibility, 
would produce new grievances. 


Trains, planes 
and oil rigs hit 
by tax changes 

The leasing sector is smarting from 
the Budget, reports Charis Gresser 


. i l V - ...... 
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P eter Miles, managing 
director of Lloyds 
Leasing, is unlikely to 
forget quickly the tax 
changes in last year's Bud- 
get. Mr Miles reckons he saw 
£lbn worth of potential 
leases stopped almost over- 
night. 

Six months later the pic- 
ture looks even worse. The 
latest figures show a 60 per 
cent fall in the financing of 
big ticket leasing, which cov- 
ers deals worth more than 
£20m from aeroplanes and 
trains to offshore oil plat- 
forms and power stations. In 
the three months to Novem- 
ber 1997. the value of new' 
leases was £557m, compared 
with £I.5bn for the same 
period the year before. 

The last time the outlook 
was so grim, the UK was in a 
fierce recession. Now the 
industry blames the govern- 
ment Martin Hall, director 
general of the Finance & 
Leasing Association, says: 
“The changes have put 
finance leasing at a dis- 
advantage and have intro- 
duced uncertainty." 

He adds that the associa- 
tion has won assurances 
from the government that 
“there is no question of a 
purge on leasing", but he 
warns that to batter the 
industry further would 
threaten investment. One of 
the more serious Budget 


changes concerns the appor- 
tionment of capital allow- 
ances. 

Leasing companies are 
allowed to offset a certain 
percentage (currently 25 per 
cent) of the value of an asset 
ag ains t taxable profits. 

A large proportion of that 
benefit is passed on to the 
lessee, say a train company 
or an airline, which has 
decided to lease because it 
does not have enough tax- 
able profits of its own to be 
able to take advantage 
directly of these allowances. 

The last Budget intro- 
duced some restrictions on 
ways in which the allow- 
ances are apportioned, 
thereby making some financ- 
ing deals less attractive. 

Other restrictions on 
allowances for sale-and- 
leaseback deals have also 
caused difficulties for com- 
panies whose assets take 
more than a year to build. 
Despite representations from 
a number of influential 
industries, including the 
aerospace and oil sectors, 
few expect a neat reversal of 
the changes. 

Instead, many predict that 
the changes wifi usher in a 
trend away from finance 
leasing and towards operat- 
ing leasing; which was left 
unscathed by the Budget 

The difference is that at 
the end of a finance lease. 
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‘The changes 
have put 
finance 
leasing at a 
disadvantage 
and introduced 
uncertainty’ 

the lessee will have paid out 
the full value of the asset In 
other words, its value will 
have been completely writ- 
ten off over the period of the 
lease. 

But in an operating lease, 
the lessor, usually a bank, 
retains ownership of the 
asset which has a residual 
value at the end of the leas- 
ing period. Determining that 
residual value is the thorni- 


est bit. But that is also 
where the profit can lie. 

Rail leasing provides an 
example. This is a new mar- 
ket and the industry Is split 
on how to measure its poten- 
tial. Two leasing companies 
have already taken the 
plunge and each bought a 
rolling stock company - or 
rosco - sold off as part of 
railway privatisation. The 
companies are Forward 
Trust, owned by HSBC, the 
banking group, and Royal 
Bank of Scotland. 

Noel Q uinn, the director of 
Forward Trust’s rail divi- 
sion, concedes that operating 
leasing can be trickier to 
evaluate. “Operating leasing 
is not just a numbers game. 
You need an understanding 
of what a train will be worth 
in 10 to 15 years' time. By 
buying a rosco, we acquire 
years of rail industry experi- 


ence." 

Other leasing companies, 
however, prefer to pick and 
chose their train leasing 
deals rather than go the 
whole hog and buy a rosco 
outright. This is partly 
because there is still little 
agreement on what a train 
will be worth when the oper- 
ator's franchise to use it 
runs out 

There is also a political 
risk. “The government may 
decide that it can no longer 
afford to subsidise a route to 
the same level as before," 
adds Mr Miles. 

Nevertheless, with their 
traditional market of finance 
leasing being squeezed by 
the government few of the 
leasing industry’s traditional 
participants can afford to 
stay out of new operating 
lease markets - such as 
rolling stock - for long 


Brussels backs easing of N Ireland beef ban 


By Daniel Dombey 
in Brussels 

The European Commission 
yesterday approved a partial 
abandonment of the export 
ban on British beef imposed 
when “mad cow disease” 
triggered a crisis in UK rela- 
tions with the rest of the 
European Union almost two 
years ago. 

The proposal, approved 
after close consultation with 
the UK government, applies 
only to Northern Ireland. 
Jack Cunningham, UK agri- 
culture minister, said: “This 


marks a significant step for- 
ward in regaining access to 
international markets for 
British beef." 

The 15 member govern- 
ments of the EU will have to 
be persuaded before the sale 
of British beef can resume 
outside the country's bor- 
ders. A core of countries, led 
by Germany, has expressed 
worries about whether Brit- 
ish beef is safe. 

Franz Fischler, EU agricul- 
ture commissioner, said: “If 
a majority of member states 
are against the -proposal, 
then nothing happens." 


According to the plan, de- 
boned beef from herds certi- 
fied free of BSE - initially 
only Northern Irish cattle - 
could be exported subject to 
conditions: 

• Beef would have to be 
slaughtered in abattoirs that 
dealt with meat for export 
only, a measure the UK ini- 
tially resisted. 

• The meat must come 
from cattle more than six 
months and less than 30 
months old at the time of 
slaughter. 

• The herds from which the 
animals come must have 


been free from BSE for at 
least eight years. 

• The movements of the 
cattle must be registered on 
an official computer data- 
base. 

Northern Ireland is the 
only part of the UK with a 
fully computerised tracking 
system. Elsewhere, the data 
on individual livestock are 
kept on paper certificates. 

Northern Ireland also 
fewer cases of BSE than the 
rest of the UK. By the end of 
last year, there had been 
1,766 confirmed cases of BSE 
in Northern Ireland, com- 


Licence fee proposed to pay for ‘plough to plate’ watchdog 

Food sellers may fund safety unit 


pared with 169,947 in Great 
Britain. 

The commission's support 
for the proposals follows 
backing from a committee of 
scientific advisers in Septem- 
ber last year. But the agree- 
ment of member states is 
needed If the certified herds 
scheme is to go ahead. 

The scheme will now go 
forward for discussion by 
separate committees of vet- 
erinary officers and agricul- 
ture minis ters, but no vote is 
likely in the immediate 
future. The issue may not be 
decided for months. 
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By George Parker 
and John WUIman 

Food producers, shops and 
restaurants may be asked to 
pay up to £200m ($325m) a 
year to fund the new Food 
Standards Agency - possibly 
through a flat-rate licence 
fee. 

Jack fi nnningham , agricul- 
ture minister, said the indus- 
try should pay part of the 
costs of the new agency, 
which will be charged with 
raising food standards 
throughout the food chain 
from “plough to plate". The 


government argued that the 
food Industry could easily 
absorb the charges, which 
would amount to less than 
0.5 per cent of its £52bn 
annual turnover. 

Mr Cunningham, launch- 
ing a government white 
paper (policy paper) about 
the agency, stressed that 
ministers were prepared to 
consult widely on the charg- 
ing regime for the new 
agency, which could be 
established next year. 

But he was adamant that 
the industry should pay for a 
new regime which is 


intended to raise consumer 
confidence in the wake of 
the “mad cow" crisis and 
numerous food poisoning 
outbreaks. 

As an example of the gov- 
ernment’s thinking, he said 
one option might be for a 
fiat rate licence fee for the 
UK's 600,000 food premises, 
ranging from manufacturing 
plants to shops and restau- 
rants. 

Officials pointed out that a 
charge of £100 would raise 
£ 60 m towards the running 
costs and argued that the 
impact on food bills would 


be minim al. A loaf would 
probably cost less than a 
penny extra. 

But the chargin g proposals 
were criticised by Michael 
Mackenzie, director-general 
or the Food and Drink Feder- 
ation, who said: “A 'food poll 
tax’ will unfairly disadvan- 
tage the UK food and drink 
industry's competitiveness 
both on supermarket sbelves 
and In exports." 

Under Mr Cunningham's 
proposals, responsibility for 
food safety and standards 
will be stripped from the 
ministry of agriculture and 





put in the hands of an inde- 
pendent agency reporting to 
the chief health minister. 

Editorial Comment, Page 13 


GTech 

lawyer 

roasts 

‘amateur’ 

Branson 


By John Mason, 

Law Courts Correspondent 

National lottery regulator 
Peter Davis failed to act 
over a claim that the chair- 
man of GTech, a partner in 
the Camelot consortium, 
offered a bribe to Richard 
Branson to withdraw from 
the contest for the lottery 
franchise, the High Court in 
London heard yesterday. 

The Virgin founder said 
yesterday that when he told 
Mr Davis of the alleged 
bribe attempt, the director 
general of Oflot said the US 
lottery equipment supplier 
had been investigated and 
cleared by InterpoL 
Giving evidence In his 
libel battle with Guy Snow- 
den. the GTech chairman, 
Mr Branson said be reported 
the bribe offer, made in Sep- 
tember 1993, to Mr Davis in 
May 1994. He had expressed 
surprise that GTech had 
been allowed to be part of 
the winning consortium 
when there had been bribery 
allegations against it in the 
US and it had attempted to 
bribe him, he said. 

Mr Davis said GTech had 
been folly investigated and 
“for the job they have got to 
do they have a dean bill of 
health”, Mr Branson said. 

In the two-way libel 
action, Mr Branson is suing 
GTech, Mr Snowden and 
Robert Ren dine, its director 
of communications, for acc- 
using him of lying. Mr 
Snowden is suing him for 
alleging on BBC television 
he offered the Virgin 
founder a bribe when the 
two men met over lunch. 

Earlier, Mr Richard Ferg- 
nson, a lawyer for Mr Snow- 
den, said It would have been 
“madness" for the GTech 
chairman to offer a bribe to 
Mr Branson in front of a 
witness - John Jackson, the 
current Sketchley chief 
executive. “To offer a bribe 
to someone who could use 
that offer against yon, to 
destroy all the hard work 
yon had put into your bid - 
it doesn't add up. does it?" 
he told the jury. 

Mr Branson had wrongly 
interpreted what was said 
because be had been humili- 
ated and made to appear a 
“crass amateur" by the 
American businessman who 
bad refused to join the Vir- 
gin bid for the lottery. 

Mr Branson claimed that, 
immediately before Mr 
Snowden made his bribe 

offer, the GTech chair man 
had said Virgin’s support 
for a non-profit-making lot- 
tery would “cost us mil- 
lions" because it would have 
to increase the amount 
GTech and its partners were 
offering to distribute to oth- 
ers. 

Mr Snowden shifted 
towards Mr Branson and 
then made the bribe offer, 
the court heard. Shocked. 
Mr Branson told a col- 
league: “One of the most 
odious men I have ever met 
in my life has just tried to 
bribe us", the court heard. 
The case continues. 
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Truckmakers fear dip in sales 


There is growing pessimism 
among truck manufacturers 
and dealers about sales pros- 
pects, John Griffiths writes. 
The likelihood of more inter- 
est rate rises, cancellation or 
postponement of big road 
building projects and uncer- 
tainties over future trans- 
port policies have left confi- 
dence “looking a long way 
off”, said Roger Phillips, a 
director of Iveco-Ford, the 
UK market leader. He fore- 


cast unchanged sales of 
about 45.600 trucks over 3.5 
tonnes during 1998. 

Registrations of these 
trucks fell last year to 45,617 
from 50.153, but light vans 
rose by 12 per cent to 80.540, 
Sales of bigger panel vans 
(those not derived from cars) 
rose by ii.s per cent to 
130,484. 

The industry was also sur- 
prised that truck sales were 
35 per cent higher in Decem- 


ber. at 3,399, than in the 
same month a year before 
when sales were artificially 
low because of exhaust emis- 
sion legislation changes. 

Ley land Daf, the UK’s clos- 
est rival to Iveco-Ford, and 
the Society of Motor Manu- 
facturers and Traders, the 
principal industry lobby 
group, arc in broad agree- 
ment with Mr Phillips’ 
assessment. 

• As part of preparations 


for the government's paper 
on an integrated transport 

policy, due in April, the 

transport department has 
commissioned research into 
the powered two-wheeler 
sector, to Identify modes of 
transport now used by 
people who might switch to 
powered two-wheelers; and 
the range of journeys for 
which powered two-wheelers 
may be substituted for pub- 
lic or car transport 


pay restraint 

The Treasury yestaniay stepped op ife call for pay 
restrai n t, as stoop increases in employment and earnings - 
growth raised the prospect of higher interest rates: Aver- 
age earnings rose 4.75 per cent in the year to November, 
up from an initial estimate of A25 per cent in the year to 
October. The Office tor National Statistics, said. -the 
pick-up: was largely fuelled by overtime payments fir man- 
ufacturing and higher bonuses across the economy. 

The number of people unemployed and claiming benefit 
fell tor the 22nd consecutive month, dropping. 28,700 to 
1. 41m. The alternative Labour Force Survey measure ' . 

showed unemployment dropping half a percentage point 
to 6£ per cent of the workforce between the summer and' 
autumn. Over the year to last autumn. 637,000 jobs have 
been created in the private sector. 

Eddie George, the governor of the Bank of England, the 
UK central bank, said wage pressures were one . reason 
why “the going is becoming more difficult". To avoid : 
accelerating inflation: “the rate of growth.of the overall - 
economy needs to moderate - quite soon and quite . 
sharply", be told a chemicals industry dinner. The Bank's 
monetary policy committee — which sets Interest rates - 
fears bigger wage increases will fuel inflation. The Bank . 
has warned that warning s growth above 4J> per cent is not 
compatible with the governments inflation target of 1L5 
per cent. Richard. Adams 

■ WAGES IN STATE SECTOR 

Hospital staff make 10% claim 

The prospect of a tough, public sector pay round Increased 1 
yesterday when Unison, the biggest health service union, 
tabled a 10 per cent wage claim for 66,000 ancfllaryhaspi-l 
tal staff. It is the first to be submitted this year for state T ' 
health service staff not covered by the pay review bodies 
- which negotiate pay in the public sector. Tomorrow, 
similar 10 per cent claims will be submitted for 150,000 
administrative and clerical staff in the state health ser- 
vice and for 40,000 professional and technical staff. 

Unison said ancillary workers were among the poorest 
paid in the country, with rates starting at £3.46 ($5.63) an 
hour. Andrew Bolger 

M CHEMICALS . ^ . 

Output falls as imports increase 

UK chemical industry output fell last year tor the first 
time since 1990 as Imparts rose and domestic demand 
dropped, the Chemical Industries Association said yester- 
day. Malcolm Mitchell, chairman of the association's eco- 
nomic appraisal committee, told a conference in London ' 
that the 0-25 per cent reduction was linked to declining 
production in industries which bought large volumes of 
chemicals. The pharmaceuticals sector, 'which accounted 
for more than one quarter of demand, saw output fall by 
1.5 per cent. The association expects UK industry output 
to grow by only 2 per cent this year compared with ah 
average 3 j 5 per cent increase across European chemical 
industries. Michael Peel 

■ THE ARTS 

Granada appointment confirmed 

Gerry Robinson, the chairman of Granada, was confirmed 
yesterday as chairman of the Arts Council of England. He 
will succeed Lord Gowrie, who is leaving a year early. Mr 
Robinson, 49, is an active supporter of the governing 
Labour party, and follows a line of political appointments 
to what is regarded as the most influential position in the 
arts. Antony Thprnavft 

■ EDUCATION 

Graduates ‘lack writing skills’ 

Small companies believe the education system does not 
meet the needs of their workforce, according to a survey 
by the British Chambers of Commerce. More than 60 per 
cent of 343 small companies surveyed believed school-lea- 
vers lacked basic writing skills, with the same complaint ' 
levelled at graduates by 38 per cent of respondents. Mare 
than half the companies also criticised graduates’ grasp of 
the business world. The survey, conducted with Alex 
Lawrie. the business finance specialists, said skills short- 
ages were threatening the competitiveness of small com- _• 
panies. Almost a third of the small companies said inade- 
quate skill levels in sales and management staff were 
adversely affecting their competitiveness. Andrew Bolger 

■ WELFARE 

Benefits fraud reaches $3.5bn 

More than 880.000 people fraudulently claimed around 
£2J2bn ($3.5bn) in income support and disability living 
allowance - welfare benefits - in 1996-97, according to a 
report published today. The survey from the National 
Audit Office, a public spending watchdog, also says that 
in the same year, almost one in five welfare payments 
made by the Benefits Agency were inaccurate. Incorrect 
assessment of income support alone led to overpayments 
of £337m and underpayments of £127m. News of such 
fraud and error comes soon after Tony Blair, the prime 
minister, has taken personal responsibility for reform of 
the £90bn a year welfare state. He has repeatedly said the 
new system “should be designed so that fraud and abuse 
are minimised”. Simon Buckby 

■ DIRECTORSHIPS 

Ex-national soccer coach banned 

Terry Venables, the former England soccer coach was yes 
terday banned by the High Court from being a company 
director for seven years, after admitting misconduct in 
the management of four companies. He is now national 
coach for Australia. Just two days after he abandoned his 
latest business venture by relinquishing control of Ports- 
mouth football club. Mr Venables decided to admit. or not 
contest 19 specific allegations of misconduct maria against 
him by the UK government’s Department of Trade and 
Industry. The court case was brought by the DTI in 1996 
and stemmed from alleged mismanagement of four com- 
panies during the early 1990s: the London nightclub 
Scribes West, a company called Edennote, Tottenham 
Hotspur Football and Athletic Co mpany «nri its parent 
group Tottenham Hotspur pic. It was during his stint as 
chief executive and mayor shareholder of Tottenham Hot- 
spur in 1991-93 that Mr Venables’ complicated business 
affairs first came to light Patrick Barversan 
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3:; Cinema/Nigel Andrews 

Hedonism of 
a bygone age 


ARTS 


•• BOOGIE NIGHTS..- 

; Paul Thomas Anderson 

PRETTY VILLAGE. PRETTY 
: ^ FLAME 

: Srdjan Dragojevic 

DEVIL S ADVOCATE 

Taylor Hackford 

BRING ME THE HEAD OF 
MAVIS DAVIS 

John Henderson 



‘ 'DEVIL’S ISLAND 
Fridrik Thor Fridriksson 


ometimes putting two prov- 
erbs together is like combin- 
ing nitrogen with glycerine. 
Proverb-of-th e-week number 
one says "IT you remember 
the 1970s you never experienced, them”; 
proverb two says 'Those who do not 
remember history are condemned to 
repeat it" Ergo: an entire older genera- 
tion that crashed out during the Me 
decade can now join the younger gener- 
ation as the era re -exp l odes around 
them 2n Boogie Nights. 

Of course we were conscious back 
then. How else would we recognise in 
Paul Thomas Anderson’s wittily 
sprawling fiasco, centred around the 
■ California pom industry, the period’s 
tics and tropes? Hfrslung Dares and 
rib-bugging floral shirts; sex with 
everything, and everything - at least 
In mainstream cinema - with Burt 
Reynolds. 

The forgotten star leads the cast 
here, grey of wig but unaged of wry 
wit, as a maker of “adult Dims " whose 
empire crumbles at the onset of the 
video 1980s. Mark Wahlberg’s young 
skinflick star is the innocent on the 
make - and sex did seem innocent 
before Aids - while Julianne Moore's 
pom diva mothers him until Hmp and 
his own brattish tantrums write him 
off the screen. Act two of this two-and- 
a-half-hour-movie is a sly, if more pre- 
dictable, tale of decline and felL 
JVdsftutZZe-style, Anderson lets reality 
create itself around an eternally mill- 
ing camera. There is always one more 
human comedy in play, or several, just 
beyond the immediate point of locus. A 
couple make love by Reynolds' pool, 
surrounded by gawpers, while the 
woman’s husband (William H. Macyof 
Fargo) rages quietly m the foreground. 
A sea of faces register happy shock at 
the first sight of Wahlberg en desha- 
bille, while the sight itself blurs Into 
backgjrouiuL - : \ 

Tbehedorilsm of a r bygone age may 
be Boogie Nights? satirical target But 


the film is also about time's victimisa- 
tions: about a society pushed so fast 
through the revolving door of chang e 
and fashion that everyone is finally 
powerless, even those with seeming 
power. Reynolds' self-styled craftsman 
of screen carnality gets lost in the VCR 
slipstream. His money man (Robert 
Ridge] yl lands in jail. And the movie 
itself clans gleefully through so many 
. styles - Altman, Coen brothers, Taran- 
tino - that only its prodigious sense of 
poise creates a knowing, eclectic social 
epic out of what might have been a 
pastiche overwhelmed by its own mate- 
rial. 

★ 

What does it take to convey the horror 
of war, through fiction, to an audience 
dazed and numbed with media-reported 
fact? Srdjan Dragojevic's Pretty Village, 
Pretty Flame, by Gar the best fi lm to 
date on the Bosnian war, does just 
that. Its power as a fable soars for 
beyond even its own rough origins in a 
true-life incident. 

The group of Serb soldiers trapped in 
an abandoned road tunnel, unable to 
escape while besieging Moslems broad- 
cast taunts and the cries of the tor- 
tured, has the power of reality ampli- 
fied by infernal metaphor. The story, 
like the whole war, is a kind of 
deranged stand-off. As the soldiers 
dream of peace in their cul-de-sac, the 
film's flashbacks are like tunnel- 
breathers allowing them the little emo- 
tional air they have. 

Scenes from the past life of Milan 
especially (Dragan Bjelogrlic). conjure 
the seose of personal cataclysm 
meshed with public crisis. Before the 
war, he and his Moslem best friend 
Halil opened a car repair shop. Now 
they are baying at each other and try- 
ing to shoot each other. 

Or not even “now". For in this film ’s 
bleakly cyclical structure even the tun- 
nel story is contextualised as a flash- 
back, framed by scenes in a hospital 
where Milan and his co-survivors 
scheme the death of a Moslem patient 
And so the war goes on. even away 
from the war . . . 

Dragojevic knows the worst secret of 
all. that horror can be funny. At times 
his trapped soldiers go beyond despair 
into a black hole of terminal hilarity. A 
bottle of urine is used as drinking 
water a last kiss is demanded, of the 
woman reporter trapped with them, by 
a soldier who has vowed to blow his 
brains out.' (He does.) Then there is the 
cow grenaded in the tunnel entrance 
by Croats who taunt “No more milk 
today”; or the woman prisoner sent in 
who. may be packed with dynamite and 
must therefore be shot by the Serbs 
before she reaches them. 

No one has control over destiny, or 
even over their own thoughts and emo- 
tions. In a flashback scene of pinpoint 
poignancy, two schoolboys spy on a 



Social epic of the 1970s: Jufianne Moore as a pom cfiva in Paul Thomas Anderson’s ‘Boogie Nights’ 


lovemaking couple in a field. When the 
couple's radio announces Tito’s death - 
the end of a united Yugoslavia —the 
man and girl begin to blub while the 
schoolboys, mimicking their elders, 
also try to cry but can't. Message 
received and acknowledged: you have 
to have to lived through ecstasy to 
know despair, then through despair to 
know the final shrug of cosmic com- 
edy. 

* 

In Devil's Advocate the cosmic shrug is 
enacted by A1 Pacino. Whiffy with sul- 
phur and lit from below in almost 
every shot, his character runs a top 
New York law firm. One day he 
recruits Florida wonder-lawyer Keanu 
Reeves, who never lost a case, and 
shows him the glories of the world 
from a Manhattan rooftop. Christ, 
Devi], temptation in the wilderness? 
Get it? 

Alas, the film’s 140 minutes seem like 
140 days and nights- Satan, in best Pac- 


ino fashion, struts, barks, phrase-spins 
and mispwonounces his Rs, stealing 
not just the best tunes but the whole 
score. No one else, least of all a lost- 
looking Reeves, gets a chance even to 
tune up. Director Taylor Hackford 
made the popular An Officer And A 
Gentleman and the powerful Dolores 
Claiborne. Here he seems to have given 
his own cosmic shrug, vainly hoping 
that runaway design and special effects 
- including a giant bas-relief of tum- 
bling souls that comes climacticaUy to 
life - will stream into the empty gullies 
of the story. 

★ 

You could go quietly mad watching 
Bring Me The Head Of Mavis Davis. As 
a satire on showbiz greed, ego and 
malarkey. it has more than enough of 
each to be shot down by its own fire- 
power. Rik Mayall sports bleached hair 
and an idiot grin as a record producer 
set on assassinating client Jane Hor- 
rocks. a torch singer with a fading bat- 


tery. While they run around London 
panting, grimacing and falling over, 
director John Henderson follows likes a 
man who regrets leaving the peaceful 
setting and plausible life-forms of his 
last film. Loch Ness. 

Devil's Island is like Coronation 
Street with extra dystopia. Deep in 
postwar Iceland live the native bar- 
racks-dwellers left over when the US 
army moved out They are gripped by 
an alien pop culture - Elvis, Holly- 
wood. fin-tailed cars - and one youth 
(Baltasar Kormakur) even goes to the 
US, to be swiftly spat back as a side- 
burned delinquent. 

Fridrik Thor Fridriksson 's film plays 
like the play it once was. with doors 
banging at each exit and entrance. But 
it is spiritedly acted and often funny, 
not least when sepulchre-faced Granny 
(Sigurveig Jonsdottir) steps into view, 
her ashes-to-ashes Biblical cant aptly 
illustrated by a permanently dripping 
fag end. 



'hatever else the Martinu 
week, at London's Barbi- 
can throws up, the open- 
ing, salvo has uncovered 
one pure gem: Ms lyric opera Ariane, 
composed in the last year of his life 
and now receiving its UK premiere. 
-Stephen Medcalf s staging at the Guild- 
hall School of Music and Drama, con- 
ducted by Clive Timms, .confirms what 
some of us have been arguing for years 
— that Martinu is one of the 20th centu- 
ry’s great theatre composers. Ariane is 
noble, human, infinitely sad and truly 
sublime, a Jewel in the stony wastes of 
postwar European opera and a 'monu- 
ment to classical simplicity. I defy any- 
one not to be moved by Ariadne’s clos- 
ing lament, one of the most tragic and 
yet curiously consoling operatic apo- 
theoses I have ever heard. 

. The beauty of Ariane is not just that 
.it contains- scahe of Martinu's purest 
mudc,.but thai' it works oh -so many 
; 3eyeis/ Based, like Julietta, on .a play by 
Georges Neveux, Ariane is .much more 


Opera/Andrew Clark 


Top-drawer Martinu 


concise in form and symbolic in con- 
tent It. presents an unfamiliar version 
of the Ariadne legend: Theseus arrives 
at Knossos to kill the Minotaur, is dis- 
tracted by Ariadne, and confronts the 
Minotaur not as a monster but as the 
image of himself in love with Ariadna 
After slaying it, he abandons Ariadne 
to her feta 

AH this is telescoped into 45 minutes 
of riveting theatre, in which we are 
constantly challenged to probe the 
apparent innocence of the plot Who 
does Theseus kill? The Minotaur, his 
own double or the ensnaring reminder 
of Ariadne's emotional/sexual hold on 
him? The libretto is a compendium of 
unanswered questions, oblique hints 
and subtle parallels between classical 


myth and everyday life. Likewise, the 
score implies more them appears on the 
surface. There are three instrumental 
Sinfonias, three self-contained dra- 
matic sequences and the closing aria. 
At first sight the model is early 
baroque - but the deeper one goes, the 
more one realises what an inspired 
synthesis Martinu has made of classi- 
cal precedent and his own unmistakea- 
ble personality. 

All these qualities are underlined by 
the Guildhall production, where tight 
financial resources have resulted in 
admirable economy of expression. By 
his discreet use of masks, his imagina- 
tive use of silhouette and the sheer 
clarity of his visual symbols, Medcalf 
bolds the Greek, the baroque and the 


modern in perfect harmony. The deci- 
sion to choreograph the Sinfonias pays 
off handsomely: it is done so naturally 
that you cannot tell where the dance 
pnds and the drama starts. 

And just as the barren stage is suf- 
fused with Mediterranean light, the 
orchestral accompaniments suggest an 
idiom more universal than Czech pas- 
toral lyricism. Timms ennobles the 
Straussian idiom of the central duet, 
and digs into the brazen rhythms of the 
Sinfonias even more persuasively than 
Neumann on the Supraphon recording 
- it’s hard not to lapse into foot-tap- 
ping. Thanks to the flutes of the Guild- 
hall Stufonia, the arabesques at the end 
of Scene 2 are balm to the ear. 

The production underlines that only 


two roles really matter. Caroline Childe 
brings to Ariadne a larger, richer voice 
than the coloratura soprano usually 
ascribed to the part; she sings with 
poise and feeling, but tends to look like 
a housewife let down by a faithless 
Hover. As Theseus, Mark Stone is short 
on charisma, strong on vocal elo- 
quence. The standard of French is 
good. 

If Ariane is top-drawer Martinu, the 
other half or the evening underlines 
how unevenly he composed. Two 
little-known orchestral works, the 
Overture (1953) and Intermezzo (1950), 
come across as a formulaic rehash of 
techniques used far more convincingly 
in the last three symphonies. As for 
The Strangler (1948.), a 25-minute ballet 
commissioned by Martha Graham, the 
music smacks too much of crumbs of 
inspiration. In Maxine Braham’s tactile 
Guildhall scenario, the Oedipal inspira- 
tion of the piece is examined on the 
psychoanalyst’s couch - leaving us not 
much wiser. 


Theatre 

In the 
shadow 
of death 


I t is 70 years since R.C. SherrifFs 
Journey’s End was first staged 
and it is difficult to conceive now 
what impact the play must have 
had at the time. Just 10 years after the 
end of the first world war, here was a 
play set in a dugout that portrayed a 
group of officers struggling with shell 
shock, paralysing terror and idiotic 
orders from above. Now we are used to 
documentary plays about the 
grubbiness of war, and so SherrifFs 
holds few surprises. Yet it has lost 
none of its power to move, which lies 
in the playwright's sympathetic 
portrayal of a group of men trapped m 
ext re mi s. In David Evans Rees’s revival 
for the Kings Head, the play’s humane 
appeal is the stronger because the size 
of the theatre means one is pretty 
much incarcerated with the men. 

The play takes place over three days 
in 1918 leading up to a massive 
German offensive. We know then that 
nearly all the characters we meet are 
abont to be slaughtered; indeed, most 
of the characters suspect this, too. 
Much of the interest of the play lies in 
how they deal with the terrible 
knowledge. Despite the impending 
attack, the men's conversation 
crackles with humour. 

B ut as he builds np his portrait 
of camaraderie, Sberriff 
slowly reveals the shaky 
emotions behind the stiff 
upper lips and blows open the question 
of what makes a hero. Centra] to the 
debate is Captain Stanhope (Samuel 
West). Stanhope, we learn, is indeed a 
hero: brave, tireless and loved, by his 
men. But the cost is clearly enormous. 
He can sink a bottle of whisky at one 
sitting, and though West has the fine 
profile, glacial manner and clipped 
delivery of a matinee idol, his eyes 
burn and his hands shake. His terror 
is tested further by the discovery that 
Raleigh, a young schoolfriend who 
idolised him, has joined his company 
(a superbly gancbe and raw Kris 
Marshall), and by a confrontation with 
the shell-shocked lieutenant Hibbert 
(Sion Rees), who tries to desert. 

While Stanhope drowns his 
memories with whisky, and Hibbert 
struggles to control his shivering, the 
Other men are brave in a less obvious 
way. lieutenant Trotter (Don Cotter) 
is a rotund, jovial fellow who cloaks 
his Tear in affability; and Lieutenant 
Osborne, a reserved, pipe-smoking 
gent who finds solace in Alice in 
'Wonderland. Osborne is the most 
affecting of all the characters. Given a 
rich, warm performance by Miles 
Richardson, one grows to love and 
respect this mild-mannered man, who 
talks fondly of his sons and his 
rockery, and whose response to being 
told he must undertake a sorely 
suicidal raid on the enemy front line is 
a quiet “right-o”. The scene where he 
and young Raleigh try to kill six 
minutes before the raid by talking 
about pigs brings our hearts into our 
mouths. 

It is in passages like this that the 
play and the production succeeds. The 
production's biggest failing is that it 
lacks the necessary tension and 
accelerating pace. But Evans Rees 
draws immensely truthful 
performances from his fine cast, and 
details are brought home with terrible 
poignancy. When the cook (splendidly 
funny Paul Cawley) wipes the table, he 
has to move the wedding ring Osborne 
has left behind: and when Stanhope 
ministers to the fatally wounded 
Raleigh, the boy’s jacket sleeves 
barely cover his lanky, teenage arms - 
and we remember that these two 
“men” are in fact 21 and 18 apiece. 
Thus, 80 years on, the raw pity of war 
strikes us as if new. 

Sarah Hemming 


King’s Head Theatre, London N1 to 
February 7 (0171 226 1916). 
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- Medieval frustrated histories: the 
Hausbucftand its Master. 
Drawings, prints* and a panel "i.- 
painting by. the. the Master of the 
Amsterctem<teblheL Including ■ 
the : 64, sheets of the" Hausbuch, ■ 
which ti^ tteen teken apart for 
restoration: qhdson Sunday 

cofk^xsi - / . - 

PMttiariTwnte. 

f^49^2S4BB354, . ' ; " 

Berlin Pffilhahjaohio Orchestra: 

: conddctecf ^.Nlkdais ; -V: ■ - - 
Hamonccort inwotfisUby . ~ : 
Beethoven; Jan 16, 17,; 18 • 

■iCHTCAGG 

opera/. 

Lyric Opera of Chicago - - 

Tet ^312-3322244 

Amistad:-.Anthony Davte’s new . 


work about the 19th century 
anti-slavery campaign. Dennis 
Russell Davies conducts a 
production by George C. Woolfs; 
dan 15 

■ LONDON 
CONCERTS 
Barbican Hah 

Tek 44:171-638 8891 
London Symphony Orchestra: 
Shell LSO 21st Anniversary 
Concert Conducted by Elgar 
■‘Howarth in works by 
Mendelssohn. Jacobs, Cashian 
. and Britten; Jan 21 

. ftieeh Sbtet^ HaH 

Tek 44-1 71-928 8800 
London Slnfbnietta: Efflott Carter 
at 90. Oliver Knussen conducts a 
programme of works by Carter, 
-including the UK premiere of his 
Clarinet Concerto; With soloist 

• Michael Collins; Jan 19 

DANCE 

. Royal Festival Hail . 

Tek 44-171 -928 8800 

• The Royal Ballet Cinderella; Jan 
15,16,17 

1 EXHIBITIONS 
; National Gallery 

Tet 44-171-839 3321 
"Recognising Van. Eyck: bringing 
together several rare works by 
thelfith century Netherlandish 
master alongside other works;, to 
. Mar 15 j 

fate Gallery 

Tek 44-1TJr887 8000 

The Turner Prize 1997: display of 

-works -by eachof the nominees 

on this year’s all- woman shortlist; 


ends on Sunday 

Victoria and Albert Museum 
Tek 44-171-938 8500 
Carl and Karin Larsson: Creators 
of the Swedish Style. Recreates 
five rooms of the famous house 
at Sundbom, and examines its 
extraordinary impact on the 
interior design of our century; 
ends on Sunday 

OPERA 

Shaftesbury Theatre 
Tet 44-171-379 5399 
The Royal Opera: Le nozze di 
Figaro, by Mozart. Conducted by 
Charles Mackerras, with designs 
by 'Peter Pabsfc Jan 19, 21 

■ LOS ANGELES 

OPERA 

L A. Opera, Dorothy Chandler 
Pavilion 

Teh 1-213-972 8001 
wwwJMpem.org 
Salome: by R. Strauss. Revival of 
Sir Peter Hall's celebrated 
production. Conducted by 
Richard Hickox, with Hfldegard 
Behrens in the title role; Jan 15, 
18,21 


■ MILAN 

OPERA 

Teafro alia Seaia 
Tel: 39-2-88791 
U Cappeito cfi Pagfia di Firenze: 
by Rota. Conducted by Bruno 
Campanefla in a staging by Pier 
Luigi ffizzi; Jan 15, 16, 17, 20 

■ MUNICH 

EXHIBITIONS 


Haus der Kunst 

• Ellsworth Kelly: retrospective 
of the American abstract painter 
and sculptor, b. 1923, now in hfs 
70s and one of the most 
distinguished living artists; ends 
on Sunday 

■ NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 

Tek 1-212-870 5570 
Jewels: by Balanchine, to music 
by Faure, Stravinsky and 
Tchaikovsky, Jan 17 

EXHIBITIONS 
Museum of Modem Art 

Tel: 1-212-708 9480 
www.moma.org 

On the Edge: Contemporary Art 
from the Wemer and Baine 
Dannheissar Collection. More 
than 80 works by artists 
Including Tony Cragg and Cindy 
Sherman; to Jan 20 

Whitney Museum of American 
Art 

Tel: 1-212-3272801 

• The Warhol Look/Glamour 
Style Fashion: major 
retrospective of around 500 
works of art, following Warhol's 
career from the 1940s to the 
7980s, and also including works 
by his contemporaries; ends on 
Sunday 

• Fashion and Film: running 
concurrently with the Warhol 
show, this film and video series 
traces the relationship between 
the two industries, from early 
fashion newsreels and the studio 
designers of the 1930s to the 


present; ends on Sunday 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.mefopera.org 

• Capriccio: by R. Strauss. New 
production by John Cox, with 
sets by Mauro Pagano; 

Jan 16, 21 

• La Genera ntol a: by Rossini. 
Met Opera premiere. New 
production conducted by James 
Levine In a staging by Cesare 
Lievi, with designs by Maurizio 
BaI6; Jan 15, 20 

• The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Jan 17 

■ PARIS 

CONCERTS 

SaOePleyel 

Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Gilbert Varga in works by 
Strauss, Kane heir and Dvor&k. 
With cellist Mstislav 
Rostropovich; Jan 21 

Theatre des Champs BywSes 

Tel: 33-1-4952 5050 
Russian State Symphony 
Orchestra: conducted by 
Evgueny Svetianov in works by 
Sibelius and Stravinsky. With 
violin soloist Dimitri Makhtin; 

Jan 20 

EXHIBITIONS 
Musee Camavalet 

Tel: 33-1-4272 2112 


Paris and the Parisians in the 
time of Louis IV: more than 300 
engravings, which together 
create a vivid impression of 17th 
century Paris. Including portraits, 
images of the city and its 
monuments, as well as proverbs, 
allegorical works, and almanacs; 
ends on Sunday 

Musee du Louvre 

Tel: 33-1-4O20 5151 
www.kxjvre.fr 

Pajou, scufpteur du Roi: first 
retrospective devoted to works 
by the French sculptor 
(1730-1809); ends on Monday 

■ ROME 

EXHIBITIONS 

Muse* Capitol Ini 

Henri Matisse: more than 200 
works are included in this major 
exhibition, which aims to 
demonstrate the profound 
influence of Oriental art upon the 
great modernist; to Jan 20 

■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 
Tek 1-415-864 3330 
www.sfopera.com 
Tosca: by Puccini. Conducted by 
Maurizio Barbacini in a staging 
by Lotfi Mansouri. Georgina 
Lukacs sings the title role; Jan 
16, IS 

■ VIENNA 

EXHIBITIONS 


Judlsches Museum 
Tel: 43-1-535 0431 
www.fmw.at 

Max Liebermann: selection of 
paintings by the German 
Impressionist, and French 
Impressionist works he collected; 
ends on Sunday 

■ ZURICH 

EXHIBITIONS 
Kunsthaus Zurich 
Tel: 41-1-251 6765 
Arnold Bocklin, Giorgio de 
Chirico, Max Ernst Voyage into 
the Unknown, comprising 130 
paintings, collages and sketches; 
to Jan 18 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19.30: World Business Today 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0850; 0920; 
10:20: 11:20; 11:32; 1220; 1320: 
14:20. 

At 08:20 Mark Gay of FTTV 
reports live from L1FFE as the 
London market opens. 
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Economic 
policymakers 
have been 
- . fighting the 
last war so 
long. they 


can't see they're about to 
enter a very different battle 
on the opposite front. 

The old war was against 
inflation. It shaped the fears 
of those who watched it run 
out of control in the 1970s. 
Yet the inflation war is 
largely over. The enemy may 
re-emerge in the future, and 
it is important to keep a vigi- 
lant eye. But for now, infla- 
tion is vanquished. The new 
enemy approaches from the 
opposite direction. While our 
policy artillery is still aimed 
at the spectre of spiralling 
inflation, the real danger is 
spir alling deflation. 

The generation that wit- 
nessed the worldwide 
depression of the 1930s 
recalls the power of this 
enemy, but memories are 
distant. The seeds of depres- 
sion were sown in the late 
1920s, when demand began 
to fall. By 1927, sales of 
houses, cars and consumer 
durables were in decline, 
commodity prices bad 
turned downwards and 
industrial production began 
to fall. We are entering a 
similar era. But we have 
become so accustomed to the 
danger of excessive demand 
that we no longer appreciate 
the danger of its apposite ~ 
inadequate demand. Nor do 
we feel the urgency of taking 
pre-emptive action. 

A deflationary spiral can 
be as dangerous as an infla- 
tionary one. Falling prices 
squeeze profits, causing com- 
panies to reduce wages and 
cut employment. As a result, 
workers have less money for 
goods and services, causing 
prices and profits to drop 
further. The value of prop- 
erty bought on credit 
declines until it is worth less 
than the debt owed, result- 
ing in defaults. Lenders are 
unable to make further 
loans. The crisis deepens. 

A vicious deflationary 
cycle can also let loose a 
vicious social cycle, worsen- 
ing the economic one. In 
contrast with periods of 
strong demand, character- 
ised by low unemployment 
and rising wages, periods of 
weak or receding demand 
lead to higher unemploy- 
ment and Calling wages. 
Deeper indebtedness, com- 
bined with higher unemploy- 
ment, may give rise to 
strikes, changes in demo- 


Personal View • Robert Reich 

Deflation: the 
real enemy 

Policymakers should forget inflation and focus 
on the danger of falling prices and demand 


cratlcally elected govern- 
ments. or violent forms of 
unrest Such instability fur- 
ther slows tbe economy. 

Even before the Asian cur- 
rency crisis, world prices 
were falling for basic goods, 
such as food, energy, steel 
and other commodities. On 
January 8, the US Labor 
Department announced 
wholesale prices had 
dropped 1~ per cent in 1997. 
The core rate of price Infla- 
tion (which excludes energy 
and food) showed the sma3- 
est annual gain since the 
department began gathering 
the data in 1974. If, as many 
economists assume, official 
data overstate inflation by 
around 1 percentage point, 
deflation has commenced. 

A large, unco-ordinated 
global contraction is under 
way. We are experiencing 
only the beginnings. 

Demand is contracting in 
south-east Asia, and the con- 
sequences are rippling out- 
wards. Many Japanese banks 
are technically insolvent and 
are no longer making loans 
to small and medium-sized 
local companies. Japanese 
companies that had relied on 
south-east Asia as a growing 
market have lost a large por- 
tion of their customers. US 
companies that had expected 
east Asian growth to con- 
tinue are frantically revising 
their plans. For example, 
nearly one third of the back- 
log of orders for Boeing air- 
craft is from Asian airlines. 

Demand is also shrinking 
in much of Latin America. In 
an effort to maintain inves- 
tor confidence, Fernando 
Henrique Cardoso, Brazil's 
president, last year sharply 
raised central bank lending 
rates. The result has been to 
flatten consumer demand in 
Latin America’s largest mar- 
ket of 160m people. 

Brazil’s contraction is rip- 
pling through much of the 
rest of Latin America, where 
economic austerity is also in 





vogue. Real wages are falling 
throughout much of the con- 
tinent and inequality is wid- 
ening. The maintenance of 
adequate demand requires a 
large and growing middle 
class, which Latin America 
may be in danger of losing. 

Demand is also listless in 
western Europe. Budget defi- 
cits are being slashed in 
order to qualify for a com- 
mon currency one year from 
now. At the same time. 
European interest rates 
remain relatively high. 

Until recently, a rising 
share of German exports had 
gone to developing coun- 
tries. including Asia. But 
orders for exports have been 
tumbling for months. Tbe 
value of ordered export 
goods has dropped by more 
than their volume - further 
proof of price declines. Ger- 
man unemployment shows 
no signs of improving. 

Lionel Jospin. France's 
prime minister, has contin- 
ued to cut his budget even 
though 3.1m French citizens 
are without jobs. France’s 
unemployment rate has 


/ Hit nfiurmeHl of 
/mfnrlHm MtJjiHttbftm 
Ibe Rnyiiet timtir* u/ftenl 
The ddic.uc himd-inirbed tynttnche 
eu^netiis ,ul tbe *di mat 
tpi/J dud mis iuinuluccJ 
hr Hre^uct ummid l~86 
and requires u kref of 
iiriisliy ruor utur 
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Ouc nj Brernet's most 
ingenious i.dibns a tdso 
one uf Ibe most recent 
Pmteetnt by fstlert iu 
I'fjl, it ovehrne* in 
a unslirjtcb a perpetual 
eip Hilton uf time - ibotrin^ 
tbe difference betireen 
mean lime and true 
solar lime - and a 
perpetual calendar. 





Tbe celebrated 'pomaw~ 
bands In blued steel are now 
tmetm Ibe uvfbl otvr as Breguet 
bands. Cniared in I~8d bv Ahrabam-Lnuis Bnyaet. 
they srmbnHse the fiatrkss craftsmanship and 
arte nf Ibe Brrguet nw feted tntn. 


By tnrenthry tbe lambit/ou 
derice around n)5. 
Breguet eliminated tbe 
Influence of gnnity cot 
Ibe accuracy of tbe match. 
This pirated invention 
is seen or in best in the 
current collect ton. triads 
bes a number affine 
HuabtUan notches 


Invented for you 


t \ Breguei watch has a unique responsi- 
bility; it comes to you carrying the name of 
Abraham -Lou is Breguet, the greatest 
walchmaker ever known. You will recogni- 
se it by the legendary “Breguet" bands, tbe 
shimmering guilloche dial, and the finely 
fluted case band that give your Breguet its 
strong character. Most important, it will 
house a hand-finished movement as inimi- 
table and inventive today as two hundred 
years ago. Wear it with pride, you have cho- 
sen an exceptional natch. 



On the march: economic woes are not confined to Asia ap 


remained above 12 per cent 
for more than two and a half 
years. This is how long 
unemployment benefits last 
Those over the limit began 
occupying employment 
offices last month. 

Tbe US is doing much of 
the job of keeping the global 
economy moving forward. 
Its economy is supremely 
healthy. Unemployment is 
lower than it has been in 
almost a quarter century. 
The economy grew by nearly 
4 per cent in 1997. largely 
due to consumer spending 
and to large outlays by busi- 
ness for new equipment in 
anticipation of even greater 
demand. Spending pushed 
corporate profits to their 
highest levels in 30 years. 

US wages, however, have 
barely risen. The real 
median wage is still below 
its 1989 level. 'Hie sluggish- 
ness of wages is significant 
It means the economy is 
being propelled largely by 
household debt. Household 
debt - including credit 
cards, personal loans and 
mortgages - is at record lev- 


els. Accordingly, personal 
bankruptcies have also risen 
to a record level, as have 
defaults on credit cards. 

We are rapidly reaching 
the limi t. Recent evidence 
suggests the rate of growth 
In US household debt is 
starting to slow, as house- 
holds cut back their borrow- 
ing. As they do so, the most 
important source of demand 
in the US will shrink. 

Consider the big picture: 
an east Asia of toppling cur- 
rencies and bank insolvency; 
rising unemployment in 
Latin America's largest 
economy and failing real 
wages throughout the 
region; stagnation and 
unemployment in Europe; a 
rapidly approaching limit to 
the capacity of .US consum- 
ers to take on more debt As 
the global economy slows, 
social unrest threatens. 

This unoo-ordinated global 
contraction could lead to a 
deflationary cycle. Central 
bankers, ffnaru-ia i minis ters 
and International Monetary 
Fund officials, acting ratio- 
nally in their own spheres of 
responsibility, may be MH"g 
to see the larger picture. 
They should be discussing 
what steps they could take 
to have a significant effect in 
the opposite direction. At 
the very least, they should 
draw up contingency plans. 
A wider view would consider 
whether it is time for central 
bankers in advanced econo- 
mies to loosen the reins on 
the money supply. 

The strict budget require- 
ments for eligibility in 
Europe's single currency 
need to be reconsidered in 
the light of a possible defla- 
tionary cycle. Similarly, It 
may be wise for pending US 
budget surpluses to be used 
for tax cuts and additional 
spending. Japan must em- 
bark on a package of mea- 
sures to stimulate domestic 
demand. And the IMF. while 
cont inuing to make Asian 
l oans conditional on finan- 
cial restr ucturing, most bal- 
ance its demands for sharp 
cuts in public budgets and 
higher interest rates against 
the strong contractionary 
forces under way. 

Policymakers who for 
years have sought to pre- 
empt spiralling inflation 
must now be active in fight- 
ing spiralling deflation. 

The author is professor of 
social and economic policy at 
Brandeis University. He was 
secretary of labor m the first 
Clinton ad minist ration 


Pioneers fated 
to bite the 



Robert Denham finds similarities betireen 
the rise and fall of Peregrine and Drexel 


W hen people 
write about the 
failure of Pere- 
grine Invest- 
ment Holdings, they tend to 
describe Peregrine as a pecu- 
liarly Asian phenomenon. It 
was a swashbuckling trading 
powerhouse that created a 
market, relying on a tight 
network of Asian relation- 
ships to create a formidable 
competitive position for 
itself In the face of larger 
competitora. 

But financial excess and 
its consequences are quintes- 
sentiaQy cross-cultural phe- 
nomena, and the story of 
Peregrine has remarkable 
similarities to the story of 
Drexel Burnham Lambert. 

Peregrine created a junk 
bond market hi Asia, just as 
Drexel created the original 
junk bond market in the US. 
The accomplishment in each 
case was of considerable eco- 
nomic importance. In Asia - 
excluding Japan - most cor- 
porations are below invest- 
ment grade if only because 
the sovereign ceiling keeps 
them there. Asian corpora- 
tions have historically relied 
on bank financing and 
short-term capital market 
financing . To be able to bor- 
row longer term through the 
capital markets was a signif- 
icant advance in corporate 
finance. 

To create an Asian junk 
bond market. Peregrine 
needed buyers. It found 
them in Korean and other 
Asian banks, merchant 
hanks and finance compa- 
nies that were in financial 
difficulty, had government 
protection or quasi-guaran- 
tees giving them downside 
protection, and were desper- 
ately seeking yield. These 
were the natural buyers of 
risky debt securities because 
they not only wanted yield, 
they desperately needed it 
So far. the story is very 
much like that of Drexel: 
creating a new mar ket by 
providing borrowers with 
terms they never thought 
they would See. and finding 
the natural loans (in Drex- 


el' s case). But Peregrine 
faced one complication that 
Drexel did not- To create an 
Asian market instead of mul- 
tiple, fragmented national 
markets, Peregrine had to 
a common currency, the 
US dollar. This allowed bor- 
rowers to borrow at lower 
rate s than the high domestic 
rates they faced (since 
exchange risk was being 
underpriced), and allowed 
lenders to participate who 
could not or would not have 
taken rupiah or baht risk. 

sin re tbe borrowers often 
earned all their revenues in 
local currency, and were 
incurring substantial dollar 
debts. the resulting 
exchange risks were large. 
However you swapped them 
and shifted them, exchange 
risks remained, and Pere- 
grine was left with a large 
share of these risks. 

Both Peregrine and Drexel 
learnt that when you create 
a market - and particularly 
if you jealously guard that 
market so as to keep compet- 
itors out - you are the mar- 
ket You are the source of 
liquidity when people want 
to seD, just as you are when 
they want to buy. This 
works fine as long as eco- 
nomic conditions are good 
and you can find new buyers 
to replace old ones who get 
fun of what you have to sen. 
But as soon as conditions 
start to change, buyers evap- 

Peregrine and 
Drexel learnt that 
when you create 
a market - and . 
particularly if you 
guard it to keep 
competitors out - 
you are 
the market 


orate, the world is full of 
sellers and you' end up own- 
ing a lot of paper. With 
short-term liabilities ; sup- 
porting assets that became 
illiquid; Peregrine, like 
Drexel before it, did not have 
the luxury of getting to work 
its way out of its 
problem. 

In the wake of the failure 
of a . startlingly successful., 
firm, people are a£Ken~sniv. 
prised. How could failure 
befaU a finn that was go sno- 
cessful? The answer is often 
that demonstrated by Pere- 
grine and Drexel: they foiled 
for the same reason they , 
succeeded. Because both 
firms took risks no on e else* 
would take, there was. no 
broad market to ' provide . 
liquidity when a few of the 
risks started to go bad. 

Peregrine's innovation of 
an Asian junk bond market 
is not likely io disappear. 
Just as happened eight years 
ago in tbe US, competitors' 
will build a sounder and 
broader market on the fenm- . 
dation laid out by Peregrine. 
Because the market will be 
based on buyers who are 
rationally pricing risks; 
instead of desperately reach- 
ing for yield, credit will no 
longer be a bargain, but it 
will become available agalzL 

As sovereign ceilings have 
been lowered, most non- 
Japanese Aslan borrowers 
are, and for some time will 
be. below Investment grade, 
and an Asian high yield 
bond market will be an 
essential part of restoring 
growth In Asia. This, _ of 
course, is little consolation 
to Peregrine and its owners, 
who have once again demon: 
strated an adage that must 
be cross-cultural: pioneers 
are people who get arrows in 
their backs. 

The author is the former 
chairman and chief executive 
officer of Salomon Inc and ' 
represented the OS on the. 
Apec Business Advisory 
Council, where he co-chcdred 
the Finance and Infrastruc- 
ture Committee 
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Good practice best answer to food safety 


From Mr Colin Allport. 

Sir, The manner of the 
publication of a report from 
the British Medical Associa- 
tion on the safety of meat 
raises concern at the scien- 
tific objectivity of the lead- 
ers of our medical profession 
("Brussels may back easing 
of beef ban”, January 13). 
Modern eating habits and 
the proliferation of conve- 
nience foods have, undoubt- 
edly, increased the risks of 
microbiological contamina- 


tion - demanding more rig- 
orous control and greater 
efforts to educate the public. 

However, the truth is 
that there are age-old 
dangers in many foodstuffs 
which can be satisfactorily 
contained by good culinary 
practice. 

In the case of uncooked 
meat, it is unrealistic to 
imply that it can ever be a 
sterile product, but sensible 
practical measures of avoid- 
ing cross-contamination. 


together with adequate cook- 
ing, will continue to offer 
reasonable safety. 

It is. In any case, probably 
more important for us to 
concentrate on the storage 
and handling of cooked 
meat products, while the 
potential of inadequately 
washed salad vegetables to 
transmit unwelcome micro- 
organisms should also not be 
ignored. 

Clearly, much remains to 
be done to improve public 


awareness of tbe importance 
of good hygiene but the 
BMA would, surely, be bet- 
ter employed in this dull but 
worthwhile endeavour than 
in competing with watchdog 
organisations for sensational 
headlines. 

Colin Allport, 

Wheelgate House, 

Market Square, 

Bampton. 

Oxfordshire, OX18 2JH, 

UK 


Better to hang on to the piggy bank 


From Mr Alan J. Cole. 

Sir, Lex must have had his 
tongue firmly in bis cheek 
when suggesting f “Tom- 
kins”. January 13) that cash 
can move easily back and 
Torth between a company 
and its shareholders and 
bankers. It can Indeed be 
returned to these financial 
Institutions at little cost to a 
company in a matter of 


moments. But try getting it 
back. This process takes for 
ever and for too much of the 
cash sticks to the fingers of 
finan cial, and other, advisers 
along the way. 

If Greg Hutchings, execu- 
tive chairman of Tomkins, 
really has some good ideas 
that may require cash in the 
future, he would be well 
advised to keep it under lock 


and key In his corporate 
piggy bank. If he returns it 
now to bis shareholders - of 
whom I am a very small one 
- it will take much manage- 
ment effort and countless 
fees before he sees it again. 

Alan J. Cole, 

Flat A, 

78 Charlwood Street, 

London SWlV 4PF, UK 


Transparency key to investment accord 


From Ms Maria Lioanos 
Cattaui and 
Mr Steven Bate. 

Sir, OECD governments 
are in the final three months 
of negotiations to establish 
the first multilateral frame- 
work of rules and disciplines 
to govern cross-border direct 
investment. This multilat- 
eral agreement on invest- 
ment would be highly wel- 
come to businesses that have 
to cope with the existing 
patchwork of hundreds of 
bilateral treaties and other 
arrangements and look for 
greater certainty in deciding 
where to invest their Inven- 
tiveness, skills and money. 

But there Is a catch. As 
the April deadline for agree- 
ment by OECD minis ters 
approaches, the agreement 
risks being encumbered by 
excess baggage that would 
dilute business enthusiasm 
and discourage non-OECD 
countries from acceding. 

The International Cham- 
ber of Commerce, the Busi- 
ness and Industry Advisory 
Committee to the OECD, and 
other business groups will 


argue at a meeting in Paris 
today that OECD govern- 
ments shoold be careful not 
to discourage developing 
countries and emerging 
economies from joining the 
agree m ent. This could hap- 
pen If they imposed binding 
requirements governing the 
environment and labour 
standards that countries 
cannot realistically meet 

The risk is real. Some pro- 
posals imply that even 
OECD countries' laws do not 
provide sufficiently high lev- 
els of environmental protec- 
tion and are not effectively 
enforced. If these are to be 
believed, how can a develop- 
ing country that Is building 
an environmental regulatory 
capacity be expected to com- 
mit itself to standards. 

This is not to say signato- 
ries should be barred from 
adapting domestic measures 
they consider necessary to 
promote national objectives 
on environmental protec- 
tion. However, such mea- 
sures must not discriminate 
against foreign investors. 

There are s imilar concerns 


about labour standards. Any 
governments that attempt to 
use the agreement as a basis 
for setting core labour stan- 
dards would pre-empt discus- 
sions in the International 
Labour Organisation, the 
appropriate forum. They 
would introduce uncertainty 
for investors by raising the 
spectre of disputes in which 
signatories could use the 
new language as an excuse 
for administrative delays or 
outright discrimination 
against foreign investors. 

Business wants an agree- 
ment that truly builds inves- 
tor confidence by ensuring 
greater predictability and 
transparency. 

Maria Livanos Cattaui, 
secretary-general. 
International Chamber of 
Commerce, 

7008 Paris 
Steven Bate, 
executive director. 

Business and industry Advi- 
sory Committee to the 

OECD, 

7016 Paris, 

France 


HK public 
more aware 

From Professor Y.C. Jao. 

Sir. Your sensational front 
page headline "HK bank col- 
lapse shakes markets” (Jan- 
uary 13) is a good illustra- 
tion of either schadenfreude .. 
or just plain ill-wiH. You 
implied that Hong Kong's 
banking system is in serious 
trouble. 

The foct is that the foiled 
Peregrine was not a hank, 
but only a brokerage firm, 
its name cannot be found in 
the list of "authorised insti- 
tutions” in the Hong Kang - 
Monetary Authority's three- 
tier banking structure. 

The Hong Kong public 
knows the difference 
between a bank and a bro- 
kerage firm. When the news 
of Peregrine's liquidation 
broke, the public reacted 
calmly, without any panic. . 
There was no bank run,' . 
which would probably have 
occurred if Peregrine had 
bear a “bank”. It was pre- , 
cisely because Peregrine was 
not a hfmfc that the Hong 
Kong go vernm ent decided 
that there was ho systemic 
risk and refused a bail-out. 

At tbe press conference. 
Philip Tose, Peregrine's 
chairman, agreed that, in 
view of the public's calm 
reaction, tbe gover n ment's 
judgment was correct, even; •; 
though be himself didn't tike 
«. . 

Y.C. Jao, 

school oT economics and 
finance, 

U ni v ersity of Hoag Kong, 
Pokfolam Road, 

Hong Kong _'.. v 
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Resolving US 
phone mess 


'Hie -deregulation of the US 
telecommunications market is 
trapped in a legal mare's nest. 
The latest tangle - the decision 
by a Texas judge to strike down 
key elements of the 1996 Tele- 
communications Act - is merely 
another in an apparently never- 
ending. series of judicial set- 
backs. 

One of . the most important 
provisions of the act forbids 
regional phone monopolies - 
the so-called Baby Bells - from 
offering long-distance services 
until they have opened up their 
local -markets to competition. 
By ruling that this provision is 
unconstitutional, the judge has 
struck at the heart of Con- 
gress's intentions. The judg- 
ment drastically curtails the 
authority of the US Federal 
Communications Commission, 
which has sought to use this 
restriction to force the Bells to 
give rivals fair access to their 
equipment and networks. 

The judgment is legally ques- 
tionable, resting on the view 
that the act punishes the Bells 
without a fair trial. In practice, 
the act only codified restrictions 
in the 1982 consent agreement 
which broke up AT&T and cre- 
ated the Baby Bells in the first 
place. If ft stands, the compa- 
nies will no longer have any 
incentive to cooperate with die 
regulators. The justice depart- 
ment has filed an appeal and 
the decision is expected - and 
deserves - to be overturned. 
However, even if it is defeated, 
a process which would take 
months, the lawyers have many 
more tactics for delay up their 
sleeves. 

' As a result of these legal bat- 
tles, deregulation has hot prog- 
ressed with either the speed or 
the results that Congress hoped. 


Germ warfare 


Yet another; crisis between the 
UN and Iraq. Reactions around 
the world range from fatigue, 
through irritation at a suppos- 
edly intransigent US attitude, 
to righteous indignation at 
the suffering of the Iraqi 
people. 

So it is necessary to remind 
the world what these crises are 
about. Last October Richard 
Butler, the Australian who 
heads the UN special commis- 
sion (Unscom) charged with dis- 
mantling Iraq’s weapons of 
mass destruction, reported that 
large' quantities of biological 
and chemical weapons were 
probably still being concealed- 
I Saddam Hussein responded by 
declaring the suspect sites 
‘‘presidential” and so off limits 
I to inspection, and by expelling 
US members of Unscom. After 
much diplomatic coming and 
going he retreated on the sec- 
ond of these issues but not on 


the first and more crucial one. 

Now he is again distracting 
attention from it by refusing to 
co-operate with one of the 
inspection teams which -is , 
headed by an American. So far J 
from being intransigent, the 
Clinton administration persis- 
tently downplays the serious- 
ness of the situation, hiding i 
behind the UN Security Council, 
two of whose members (France J 
and Russia) can be relied on to ; 
block any serious moves to com- 1 
pel Iraqi compliance. 

But this is not a diplomatic 
game. It is an effort to enforce 
the still unfulfilled ceasefire 
terms of 1991 by depriving an 
aggressive and unrepentant 
regime of lethal weapons which 
it has already used, against 
both its neighbours and its own 
people. It is not US national 
interests that are at stake, but 
the safety of the whole region, if 
not the whole world. 


Safer food 


The policing of food safety in 
Britain been contaminated 
by industrial lobbies and politi- 
cal expediency^ The system is 
complex, secretive and ineffec- 
tive: To remedy this, the gov- 
ernment published its plans yes- 
terday to transfer the function 
from the Ministry of. Agricul- 
ture. Fisheries and Food to a 
new Food .Safety Agency. The 
agency will face a big' task in 
restoring, public confidence. 

Its best asset will be indepen- 
dence. Although ii will report to 
ministers via the Department of 
Health, it will publish reports 
and recommendations, and it 
will have power to enforce and 
■monitor, standards. Its proce- 
dures are Intended to be open. 
Thsttixust be the key to gaining 
public respect. 

it will also need a strong and 
articulate chairman. He or she 
must resist special, pleading 
from the food and agriculture 
industries — and from politi- 

ra'anfl . .. 

! There is, however, an opposite; 
dang er: that the' agency- might 
| give way ; .too readily to public 
i abxietieis: Thawing the line 
be tween-acceptable and- unac- 
ceptablerasks is notoriously dif- 
ficult ihthepublfoareim/ but it 
needs to be done. The plans, 
published m a . white , paper, 
recognises the; danger -of over- 
reguIatioxC It says- ihat ded-. 
Jams, must-be proportionate .'to 
risks and pay due regard to 
costs -and benefits; But it later 
says that uncertainties in scien- 
tific evidence must not be a rea- 
sen for postponing acti on. 

The agency, wfllfind its way 
through these : conflicting pres- 
ittresdnjy^fjy- establishing a rep- 
staticm for scientific excellence 
and' clarity rof judgment 
. 'Sqch; pre^ge . will be particu : 


larly needed in matters involv- 
ing the EU, the World . Trade 
Organisation and other interna- 
tional bodies. The government 
does not expect that the agency 
will take the front seat in inter- 
national ! negotiations, but its 
weight as an objective adviser 
could tip- the balance on such 
issues as mad cow disease (BSE) 
or genetically, modified crops. 

'. The agency’s scientific inde- 
pendence should not be diluted 
by asking it to supply material 
for propaganda about healthy 
eating patterns, as same lobby- 
ists have suggested. The white 
paper proposes a compromise in 
which the agency will provide 
objective nutritional advice, 
while the Department of Health 
tells people what they should 
eat. .. .. 

This is a silly division of 
labour. The agency will have 
plenty to do as the guardian of 
food safety. If naimying about 
healthy living needs to be done 
at all, it is best left to the 
department. It already knows 
what should be In diets. Or if it 
does: noL there are plenty of 
people, to ask. 

lie government should also 
think again about its plan to 
fond the new agency by imposts 
on the industry and licence fees. 
There are . two disadvantages: 
first the agency must be seen to 
be completely independent of 
producers and retailers, particu- 
larly, in view of the dismal his- 
tory, of food safety in the UK. 
Second, the system might 
encourage over-regulation, sim- 
ply to create licence fees to fund 
the bureaucracy. 

If the government needs extra 
money, it should first find but 
what it could raise by. dosing 
down the remains of MAFF. 
There would be few mourners. 


COMMENT & ANALYSIS 



The comeback kid (again) 

Clinton’s apparent return to partisan politics aims to ensure his 
centrist message survives his presidential term, says Gerard Baker 

A S 1997 closed. US pres- tives for the first time in 36 

ident BUI Clinton “* ~ ’ — ' ‘*“ 

seemed to have 
passed the point that 
occurs in every sec- 


Two years on. there is little sign 
of full-blown competition. 
Long-distance companies such 
as MCI and AT&T have already 
lost hundreds of millions of dol- 
lars trying to break into local 
markets. Meanwhile, the FCC 
has so far turned down every 
application by the Bells to offer 
long-distance services on the 
grounds that they are obstruct- 
ing new entrants. 

Does all this mean that the 
act needs amendment? Perhaps. 
But that is impracticable, par- 
ticularly in an election year. 
Nonetheless, there are at least 
three ways in which the mess 
could be improved. First, regu- 
lators have more leverage than 
their behaviour sometimes sug- 
gests. They have the right to set 
conditions for approval of tele- 
coms mergers, and should use it 
more aggressively to extract 
concessions on competition. 

Second, state regulators can 
act creatively to generate new 
opportunities for competition. 
In Connecticut, for example, 
regulators have agreed with the 
former local monopoly (which is 
not a Bell) that it will split itself 
into two arm’s-length parts, one 
much more tightly regulated 
than the other. The company’s 
stranglehold on customers is 
being broken by a state-wide 
ballot in which individual resi- 
dents will be required to choose 
whom they want as their local 
carrier. Similar initiatives are 
possible elsewhere. 

Hurd, the Bells should think 
hard about their strategy of 
legal delay. One way or another, 
competition is coming to US 
telephony. In the long run. 
shareholders may be best 
served by a strategy that 
adjusts to that fact, rather than 
seeks to deny it 


A s 1997 closed. US pres- 
ident Bill Clinton 
seemed to have 
passed the point that 
occurs in every sec- 
ond term presidency when the 
incumbent goes from being a 
dynamic achiever to a lame dock. 

In November, he suffered one 
of the most serious setbacks of 
his presidency when be failed to 
win congressional approval for 
“fast-track" authority to negoti- 
ate trade agreements. It was a 
symbolic defeat that suggested 
that the president may have 
exhausted his supply of political 
capital in the congress. Shortly 
afterwards Mr Clinton seemed to 
many to be slowly lowering the 
shutters on his presidency. 

The agenda for 1998 would 
probably be do min ated by the 
Republican-controlled congress, 
officials acknowledged with a 
shrug. White House advisers 
reported the chief executive was 
“mellower”, less prone to temper 
tantrums over minor setbacks. 
He played more golf. He seemed 
more detached from the process 
of politics. He even acquired that 
ultimate symbol of late-term 
presidential relaxation: a dog. 

In retrospect it looks, at least 
in part, a crafted illusion. As his 
adversaries began to write his 
political obituaries, the president 
spectacularly smashed through 
the mirror. 

In a breathless flurry of activ- 
ity in the first two weeks of the 
year, Mr Clinton and his advisers 
have marched out a daily succes- 
sion of policy initiatives on a 
range of big domestic issues. 
These have included an expan- 
sion of Medicare, the system of 
public health insurance for the 
elderly; new tax credits for child 
care; more money for job training 
and education initiatives, and the 
barest outline of plans to ensure 
the long-term viability of social 
security, the US public pension 
scheme. Next week, there may be 
a proposal for a big increase in 
the minim um wage. 

The burst of energy has taken 
the Republicans by surprise. 
They had been looking forward 
to commandeering national 
debate this year with their plans 
for tax cuts. Instead they find 
themselves on the defensive. 

Their instan t response was to 
categorise the initiatives as a 
return to “big government” by 
the Democratic party. 

“Expanding government is not 
something the Republicans are 
going to go for, unlike the presi- 
dent and his party," said Richard 
Armey, a senior Republican in 
the House of Representatives. 

But the aim of Mr Clinton’s 
January surprise is more subtle 
than that. It is less a decisive 
step to the left, more an attempt 
to defend his New Democrat cen- 
trism from being outflanked by 
the left Hence it is an attempt to 
fashion -a political strategy that 
will take him through this year's 
crucial mid-term congressional 
elections to the presidential elec- 
tion that will end his term of 
office in two years. 

The intention seems to be to 
rebuild bridges with an increas- 
ingly hostile Democratic party in 
the country in a way that would 
bolster support for Mr Clinton's 
favoured successor in 2000, vice 
president A1 Gore. But it will 
involve a gentle backing away 
from the bipartisan politics that 
have served him, though cot his 
party, so well 

Much of the “New Clinton" is 



as much about form as about 
substance. The impression of 
great reforming energy created 
by the spate of announcements 
was clever news management. 

“These were all proposals the 
president was almost certainly 
going to announce in his State of 
the Union speech at the end of 
January." says Steven Hess, a 
political analyst at the Brookings 
Institution, the Washington- 
based think tank. "But instead of 
herding them all together in one 
speech, he has let them seep out 
one by one - a clever piece of 
control." 

Furthermore, for all the noise 
they have attracted, the propos- 
als are not all that radical. They 
are all in keeping with the mod- 
est, incremental approach to 
social policy Mr Clinton has fol- 
lowed over the last few years. 

The most important departure 
is the Medicare proposal. The 
plan is to extend coverage from 
those currently eligible, the over- 
658. to those aged 62-65. The 
scheme would be self-financing, 
paid for by individual premiums, - 
not tbe government. The child 
care plans are sizeable - $2l.7bn 


over five years - but they are a 
long-promised extension of tax 
breaks. The education and train- 
ing programmes will cost a negli- 
gible sum. Most important, all 
these measures will be taken 
against the background of a bud- 
get that will be balanced by no 
later than- next year - three 
years earlier than foreseen as 
recently as the middle of 1997. 

Even an increase in the mini- 
mum wage is a clever piece of 
political opportunism. Mr Clin- 
ton's advisers calculate that, as 
they did last time it was raised 
two years ago, many Republicans 
will bury their conservative 
doubts about what has proved to 
be a highly popular proposal. 

“For all the talk that these Ini- 
tiatives represent a radical break 
towards much greater social 
activism, they are in fact per- 
fectly consistent with what the 
president has proposed through- 
out his term - modest and cau- 
tious government," says one bud- 
get policy watcher. 

Tbe real political significance 
of the initiatives is that they will, 
however, represent a break from 
the bipartisanship of the last few 
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Business 

bounties 


■ Ted Turner seems to have 
tapped an unsuspected vein of 
benevolence (or is it just 
'predictable old one-upmanship? ) 

in ' flip US PiTtprfainmpnt 
industry. Only weeks after the 
Mouth from the South 
anMiwwat his gift of $lhn to 
United Nations good Causes, up 
pops John Malone, tbe Sodsy 

Mountain t .inn with $L5ba to 
giveaway. 

The Denver-based boss of - 
TVlB rignmnniBitking foe, the 
biggest US cable TV group, says 
he didn't know what io do with 
his stash, and his- wife and two 
children weren’t intereSed in 
being hyper-rich. The answer: a 
family, f oundati an to benefit . 
education, which will be . 
endowed with most of his 42m . 
' shares fiiTCL 

Malone and Turnerhoth mad e 
their fortunes from cable and 
both are known foribeir 
Tmnbustiflus - not to say 
uncharitable - attitude towards 
adversaries. Turner, now 
vice-chairman of Time Warner, 
is believed to wake up 
badmoarthing Rupert Murdoch, 

- while Malone never passes up a 
chance to Hast federal - 
regulators. . 

. The regulators - waging a 
long campaig n against . . 
"excessive” increases in cable 


subscription rates - now face a 
dilemma. If they screw down 
rates 85 they did earlier this . 
decade, TCTs stock price will 
drop, and so will the value of 
Malone’s legacy, leaving his old 
adversaries cast as bad gays for 
a change. - ' 


Busy line 

■ As deal follows deaiinthe - 
frenzied world of telecoms. Wall 
Sfreet bankersare trying to 
predict which company will be 
next to. fall, hungry to ensure 
they land 'the / teal. ' 

Sprint, the. US long distance 
earner, is apparently under 
siege from, bankers and analysts 
whoVe noticed a.ehangein the 
company’s ability to.seIl.QuL 
At tbe end of this month. 
Sprint's foreign shareholders - 
France Telecom and Deutsche 
Telekom, each of which; has 10 
per cent- wlBsnrrentlH- their 
two-year right to vetobig 
acquisitions, disposals and 
merges. This means Sprint will 
be free to enter merger, talks 
without triggeringthe .. 
“disapproval rights" held by the 
two European companies. 

Sprint protests that the 
change is not significant and 
insists that “the company is not 
for sale’*. But comments at the 
end of last year by chairman and 
chief executive William Esrey 
about the company’s true value 
haven’t helped quell speculation. 


As one Investment banker - 
remarked: “Eerey’s phones are 
going to be hot for a while yet" 


Miracle cure 

■ Malaysia's government has 
blamed just about everyone 
except Observer - and itself - 
for its financial crisis, with US 
financier George Soros and other 
assorted foreigners taking plenty 
of stick. Now deputy prime 
minister and. finance minister 
Anwar Ibrahim has pointed the 
finger at the World Bank. 

It seems that Washington's top 
fipgnrifli brains coined the 
phrase "East Asian Economic 
Miracle”, which lulled Asians 
into complacency. Now 
everyone's sayingthat Malaysia 
is in pretty had shape, so that 
should have the opposite effect: 
expect a spectacular recovery. 


Generation game 

■ is Andres Soriano m, 
embattled chairman and chief 
executive of Phihppmes food and 
beverage giant San Miguel, 
running out of road? The UK- 
and US-educated scion of one of 
Manila’s smartest families is 
staring a hostile takeover bid in 
the face. 

' Tbe Soriano name has been 
synonymous with San Miguel for 
generations, while most other 
famili es of Spanish origin have 


been eclipsed by the rapid rise of 
tbe overseas Chinese 
community. But with tbe family 
stake down to 2 per cent, the 
prospects of a Soriano staying at 
the helm indefinitely look bleak, 
and talk of a white knight team 
of local business leaders riding 
to the rescue has receded. 

It might be too early to count 
Soriano out, though. Apart from 
any tricks be might have up his 
sleeve, the government has a 
say, and might think that tbe 
run-up to a presidential election 
is not the best time for the 
country's leading company to 
end up in foreign bands. 


Common talk 

■ Britain’s European Union 
presidency has dreamed up a 
way to breathe life into the tired 
old slogan of a “people’s 
Europe". Observer hears that 
foreign minister Robin Cook is 
drawing up plans to invite 
“ordinary people” to a weekend 
“people’s summit” on the eve of 
the Ell leaders’ jamboree in 
Cardiff in June. 

Brussels wags are placing bets 
on whether big wheels like 
Helmut Kohl. Jacques Chirac, 
mid Jacques San ter will roll up 
to the fringe conferences and 
seminars - and what happens if 
the people's summi leers demand 
a voice at the main event 

In any case, whoever heard of 
real people going to a summit? 


tives for the first time in 36 
years; at state and local level the 
party is in deep trouble, and last 
year's campaign finance scandals 
have left it strapped for cash. 

Disillusionment with tbe presi- 
dent was widespread within the 
party - and the nadir came with 
last year's defeat on a proposal to 
continue giving the president 
"fast-track" authority to negoti- 
ate trade deals (ie, without hav- 
ing Congress go through the deal 
line by line afterwards). On that 
vote, Mr Clinton lost tbe backing 
of his most consistent supporters, 
even though fast-track authority 
is something all presidents have 
had since the mid 1970s. In the 
wake of that defeat, the presi- 
dent’s advisers decided it was 
time to mend some fences. 

At first sight, Mr Clinton’s 
new-found enthusiasm for 
old-fashioned Democratic-party 
politics seems odd. His brand of 
bipartisanship - rising above the 
smoke-filled rooms, eschewing 
big government and special inter- 
est-dominated politics - bad been 
rather successful for the past 
three years. After the republicans 
took control of Congress in 1994, 
Mr Clinton sailed to a second 
presidential election victory as 
tbe champion of bipartisan poli- 
tics. His biggest achievements - 
welfare reform, balanced bud- 
gets. freer trade - have all been 
won in tbe teeth of opposition 
from most Democrats. 


W hat seems to 
worry Mr Clin- 
ton though, is 
his legacy as a 
New Democrat. 
Only A1 Gore seems to offer the 
certainty that the Clinton brand 
of politics will continue after 
2000. Though Mr Gore is still 
front-runner in the Democratic 
race for nomination, his reputa- 
tion has been badly scarred by 
the campaign finance imbroglio, 
and by his association with Mr 
Clinton's bipartisan approach to 
critical policy issues, especially 
fast track. 

Mr Gore needs to mend his 
fences quickly if he is not to lose 
out to his more populist challeng- 
ers. notably Richard Gephardt, 
the leader of the Democrats in 
the House of Representatives. 

“Bill Clinton always had the 
remarkable ability to run against 
his own party, in spite of his own 
party,” says one Democratic poll- 
ster. “A! Gore doesn't have the 
same personal qualities that 
would enable him to do that He 
needs a solid party base." 

For that reason most of all, the 
congressional session that will 
begin in the next two weeks will 
be crucial to the outcome of the 
struggle in the Democratic party. 

Mr Clinton and Mr Gore are 
treading a difficult path. Republi- 
cans are anxious to brand the 
new approach a return to Big 
Government - a message they 
will hammer home hard in the 
election campaign this aut umn 
And a number of issues will 
sorely test the fragile unity of the 
Democrats. One will emerge right 
at the start erf the new session: 
Democrats hostile to the Interna- 
tional Monetary Fund will 
attempt to add tough conditions 
to the administration’s request 
for more IMF funds. 

But if they can muffle the cries 
of opposition within their own 
party, they will have greatly 
enhanced the possibility that the 
politics of New Democrats sur- 
vive beyond one president. 


years in the context of a signifi- 
cantly different set of circum- 
stances in which the policy 
debate is framed this year. 

For the first time in a genera- 
tion, the US federal budget is 
expected to be in rough balance 
in 1998, and may even produce a 
small surplus. That surplus will 
grow gradually over the next few 
years, assuming the economy 
does not experience a recession. 

Conservative Republicans have 
seized on the prospect of this fis- 
cal nirvana to propose tax cuts. 
Though they cannot agree on the 
type or scale of such reductions, 
they see electoral gain from offer- 
ing at least something. Mr Clin- 
ton’s modest proposals for 
expanding popular government 
programmes, all within the pru- 
dent framework of a balanced 
budget, may prove an effective 
counterweight for the Democrats. 

The president certainly needs 
to find something to restore Dem- 
ocratic fortunes. Five years of 
"Clmtonomics" may or may not 
have been good for America, but 
they proved disastrous for the 
Democrats. In 1994 they lost con- 
trol of the House of Representa- 


100 years ago 

Insolence And Contempt 
Letter to the Editor: “When 
you say that ‘Complaints to 
officials of the National 
Telephone Company are 
useless,’ you strike a 
sympathetic chord, for my 
experience - and it ts. as the 
manager of a large West End 
club, a pretty constant one - 
bears out your wards exactly. 
As the following instance will 
show, complaints are received 
with insolence and treated 
with contempt. 1 had occasion 
to complain of the bad service 
in the early part of this 
month, and thought I would 
write direct to the general 
manager of the Company with 
regard to the bad service 
generally, and also to the 

annoyance it caused to 
members of the Club. In 
reply, I received a letter from 
that gentleman - not as a 
mere businessman might 
suppose, containing 
suggestions to remedy the 
state of affairs, but irrforming 
me that I might be able to 
offer an opinion on club 
management but that he 
begged to doubt that I was a 
reliable informant on 
telephone systems. If the head 
officials of the National 
Telephone Company are so 
high and mighty that they 
can afford to snub their 
subscribers, then the 
subscribers ought to combine 
and do as I have done - 
refuse to pay subscriptions in 
advance.” 
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Camdessus makes confidence the priority 


Indonesia set to sign 
new IMF agreement 


By Peter Montagu on 
and Sander Thrones 

Indonesia will today sign a 
new agreement with the Inter- 
national Monetary Fund com- 
mitting it to speed up eco- 
nomic restructuring in the 
hope of restoring calm to its 
troubled financial markets. 

“The imm ediate priority is 
to arrest and turn around the 
tremendous loss of confidence, 
and stabilise the market 
through monetary discipline 
and a dramatic acceleration of 
long overdue structural 
reforms.” said Michel 
Camdessus, IMF managing 
director. 

Mr Camdessus was sched- 
uled to meet President Suharto 
this morning to set the final 
seal on the package, which is 
likely to include revisions to 
last week's controversial bud- 
get as well as an undertaking 
by Indonesia to maintain hig h 
interest rates that would 
underpin the rupiah in 
exchange markets. 

But the package will not 
include any radical fresh 
approaches to Indonesia's 


problems, such as an introduc- 
tion of the exchange rate peg 
suggested by some private 
sector economists. 

The IMF is also likely to 
leave the problem of Indones- 
ia’s SSObn private sector for- 
eign debt to be dealt with on a 
case-by-case basis by individ- 
ual companies and lenders, 
diplomats and bankers said. 

President Suharto is expec- 
ted to announce Immediate 
measures to underline his 
determination to stick with the 
new programme. 

Tunky Ariwibowo, trade and 
industry minister, said these 
would include cuts in Import 
tariffs and trade barriers to 
help boost exports. 

There have also been hints 
of a cut in fuel subsidies, 
although this might be 
deferred until after the presi- 
dential election in March and 
may exclude paraffin, used for 
heating and fighting by the 
poor. 

The IMF conceded earlier in 
the week that its original 
target for a l per cent budget 
SUrplUS in the fmanrial year 
beginning on April 1 was too 


harsh for Indonesia's 
depressed economy. Now 
concessions on the budget are 
likely to be offset by a tougher 
stance on structural reform. 

Mr Suharto announced 
delays or cancellations to 15 
expensive in fr a stru cture pro- 
jects over last weekend, but 
bankers believe more painful 
measures may be needed to 
convince the markets of Indon- 
esia's sincerity. In particular, 
an announcement that a con- 
troversial plan to launch a 
national car by a company 
owned by one of the presi- 
dent's sons is to be shelved 
would Indicate an end to the 
crony capitalism which has so 
weakened the economy. 

Other likely aspects of the 
programme include acceler- 
ated efforts to reform the 
banking system, and the prom- 
ise of new legislation on bank- 
ruptcy. Diplomats said last 
night that President Suharto 
has quietly hired a team of 
international lawyers to 
develop new regulations in 
this hitherto taboo area. 

World stocks. Page 34 


Mille nnium bomb ‘could 
put brake on takeovers’ 


By William Lewis in New York 

Leading Wall Street merger 
and acquisition specialists are 
warning that the threat posed 
by the mill ennium computer 
bomb could cause a slowdown 
in takeover activity in a range 
of industries by the end of this 
year. 

In interviews with the 
Financial Times, Wall Street 
merger and acquisition law- 
yers also said that the prob- 
lems posed by the computer 
bomb are likely to speed up 
takeover activity through to 
the third quarter of this year. 

However, after that it could 
act as a sharp brake on the 
M&A boom. 

Rodgin Cohen, partner at 
Sullivan & Cromwell, said: 
“The impact of the year 2000 
on acquisitions in b anking and 
other computer dependent 
industries is going to be 
extremely significant I would 
call it the single most impor- 
tant external factor in the next 
24 months. It should be more 


of an accelerant through into 
the third quarter of this 
year and a decelerate there- 
after." 

Earlier this week the Securi- 
ties and Exchange Commission 
urged companies to inform 
investors about their plans for 
converting their computers to 
handle the switch to the year 
2000. 

Corporations are facing 
potentially huge problems 
because many computers were 
designed to recognise only 
year dates beginning with 19. 

In many cases they still need 
to spend large sums to ensure 
they are able to handle the 
change to 20. 

M&A experts say companies 
in banking, insurance, broking 
and telecoms are weighing up 
merging with companies that 
have already made progress in 
solving the problem rather 
than making the necessary 
investment. 

However, they predict that 
by the fourth quarter of this 
year potential suitors will be 


unwilling to take over compa- 
nies that have failed to prepare 
for 2000 by investing in ade- 
quate computer systems. 

Mr Cohen said: "It will 
encourage people who have 
not yet put the changes in 
place to sell out 
“But once we have started 
getting near to the end of this 
year and 1999 it will start to 
discourage people from buy- 
ing. They may -be concerned 
that they are going to have to 
do the whole thing." 

Any slowdown in M&A 
activity would be highly signif- 
icant for Wall Street 
The 10,700 takeover deals 
completed in the US last year 
- representing a combined 
value of $9l9bn - yielded sub- 
stantial fees tor M&A bankers 
and lawyers. 

Other experts warn that 
companies failing to resolve 
their computer problems could 
suffer poor share price perfor- 
mance as they will be termed 
“unavailable for takeover" by 
investors and competitors. 


Brent Spar faces ‘Norwegian solution’ 


Continued from Page 1 

An gl e-Norwegian engineering 
group, said it still hoped one 
of its two disposal options to 
scrap the Brent Spar in Nor- 
way would be chosen. Other 
options under consideration 
include proposals by Amec, 


the UK construction and dvl] 
engineering group, to use seg- 
ments of the platform to rein- 
force the Norfolk coastline on 
England’s east coast. 

Shell Expro would not com- 
ment In detail, although a 
senior official involved with 
Brent Spar said: “One of the 


problems at the outset was 
that we weren't allowed to do 
the work in Norway. The 
change in sentiment has been 
significant" 

Once the UK government 
has approved the disposal, the 
dismantling could take up to 
six months. 


Iraqis 
suspected 
of weapons 
testing on 
prisoners 

By Laura saber hi New York 


The United Nations team 
whose arms inspections have 
been blocked by Baghdad was 
investigating suspicions that 
Iraq bad tested chemical and 
biological weapons cm prison- 
ers, Richard Butler, the chief 
UN weapons inspector, said 
yesterday. 

“We went to a prison outside 
Baghdad on Monday ... we 
wanted to see if there were 
documentary records of possi- 
ble biological testing on 
h uman beings. The team did 
not find such records, as they 
seem to have been vacated or 
taken . . . away," be said. 

Iraq for the second day 
blocked the team led by the 
American Scott Ritter, whom 
it claimed was a spy. 

Mr Butler, an Australian, 
plans to leave for Baghdad this 
weekend in an effort to defuse 
the biggest showdown with 
Iraq since November. Iraq pro- 
voked last year’s standoff 
when it expelled US members 
of the UN teams, complaining 
of US d omina tion of the disar- 
mament mission. 

Nizar Hamdoon, Iraq's 
ambassador to the UN, dis- 
missed the weapons-tes tin g 
charges in a letter to the 
French Council president. “It 
is the US and British authori- 
ties that are giving currency to 
false allegations . . . with a 
view to misleading tbe Secu- 
rity Council and world public 
opinion," be said. 

He said Mr Ritter had visited 
several “sensitive" sites, 
including the notorious Abu 
Ghraib prison, because the 
American inspector believed 
that in mid-1995 “a number of 
prisoners bad been sent from 
this site . . . and from there to a 
secret location where tests of 
chemical and biological agents 
bad been performed on them". 

Iraq continues to claim that 
it had no Illegal chemical or 
biological weapons. The Secu- 
rity Council last' night said it 
“deplores” Iraq's failure to pro- 
vide UN inspectors with “frill, 
unconditional and immediate 
access to all sites". 

Bill Richardson. US ambas- 
sador to the UN. said his opti- 
mism for an Iraqi efimbdown 
was waning. “We want to 
resolve this situation diplomat- 
ically but we will not hesitate 
to use military action," be 
said. This echoes comments on 
Tuesday by the White House 
spokesman Mike McCurry that 
the US was prepared to act 
alone if necessary. 

While the council issued a 
unanimous statement 
denouncing Iraqi obstruction 
as “unacceptable" and a “clear 
violation” of UN resolutions, 
the US and Britain are the 
only permanent members tak- 
ing a tough line against Iraq. 

Editorial Comment, Page IS 


FT WEATHER GUIDE 


Europe today 

Denmark and southern pats of 
Norway and Sweden will have rain. 
More northern parts will have snow 
showers, with more persistent 
snow in the far north. Finland will 
have sleet and snow. 

The Low Countries, Germany, 
Austria, Switzerland and France 
will be cloudy with rain at times, 
some heavy and persistent 
The central Mediterranean wfl] be 
cloudy with showers, but it will be 
mostly sunny to the east and west 
of the rain. 

The Balkans will be mostly dry. 
There wUI be snow in northern 
parts of eastern Europe, but it wffl 
be dry farther south . 

Five-day forecast 

It will remain very changeable in 
northern Europe as deepening 
Atlantic lows continue to move 
quickly west. 

Eastern Europe will have further 
snow at times, and most parts of 
the Mediterranean will turn 
showery for a time In the next live 
days. 

TODAY'S TEMPERATURES 
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THE LEX COLUMN . 

Cold comfort 


Asian fin has hit US technology 
shares hard. But while software 
group Oracle has caught pneumo- 
nia, Intel, one of the in dustry 's bell- 
wethers, seems to have escaped 
with a sniffle. That should provide 
some relief for the sector, which has 
underperformed the US market by 
11 per cent since October, with 
ma ny individual stocks doing much 
worse. 

Farther Far Eastern shocks are 
possible as high-tech companies 
report fomth-qaarter results. But in 
Intel's case at least, the slowdown 
in Asia was more ffian offset by 
unexpectedly strong demand in 
Europe - the source of the semicon- 
ductor makers profit warning last 
May - as personal computer sales 
rebounded. Industry growth 
continue this year, helped by strong 
demand at both of fho mar|t^ 
for expensive servers and cheap, 
sub-$ 1,000 computers, which now 
account for a third of US unit sales. 
Analysts expect a 15 per cent 
increase in PC volumes and a 34 
per coot decline in average selling 
prices, adding- up to 12 per cent rev- 
enue gro w th - about the same as in 
1997. 

That bodes well tor the big PC 
manufacturers like Dell, Compaq 
and Gateway, still largely focused 
on Europe and the ns An three 
derive less than a tenth of their 
revenue from Asia. But their 
attempts to reduce inventories, 
both in-house and at distributors, 
win squeeze suppliers. While Intel 
and Microsoft look immune, given 
their dominant market shares. *h» 
suing cannot be said of smallw com- 
ponent companies or software 
bouses. 

UK earnings 

News that increases in annual 
earning s picked up towards the end 
of last year adds to pressures on 
corporate profitability. With unem- 
ployment stm failing and evidence 
of skills shortages, annual pay 
growth could be heading for 5 per 
cent-plus. Meanwhile companies’ 
ability to pass such increases on to 
the customs- looks limited. On the 
UK high street, consumers have 
held back to take advantage of Jan- 
uary discounts. And the high pound 
has Invited price competition for 
| UK-based companies, a trend inten- 
sified by plummeting Asian curren- 
cies. Such competition, coupled 
with slower growth in the UK econ- 
omy this year, already suggested 
that analysts would be downgrad- 
ing profit forecasts. A sign of this is 
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that forecasts for 1998 earnings 
growth from equity strategists — 
factoring in the duller macro eco- 
nomic picture - are around 78 per 
cent. Hus c om p a res with bottom-up 
forecasts from analysts of about 10 
percent 

While upward pressure on wages 
is a threat to profitability, its impor- 
tance should not be exaggerated - 
especially where the reasons are 
bemuses and overtime payments, 
which wQl drop along with profits 
and orders. The rises so for are in 
any case not out erf fine with infla- 
tion plus the growth in gross 
domestic product In terms of extra 
costs, the latest 4% per cent pay-rise 
figure is only l % points higher than 
the late 1995 leveL The pound's 
appreciation of over a third against 
the D-Mark over the same period 
puts this in perspecti v e. 

San Miguel 

The Philippine government's 
apparent willingness to sen a large 
minority stake in San Miguel, possi- 
bly to a Hong-Kcmg based predator. 
First Pacific, is revealing. After all. 
the food and brewing group is the 
country’s largest private employer 
and accounts for some 4 per cent of 
gross national product And with 
First Pacific - currently planning to 
sen some $2bn of assets to bolster 
Its ffnaneps - ultimately controlled 
by an Indonesian conglomerate 
close to President Suharto, such a 
move could be risky politics in an 
election year. 

But the rewards could be high. 
Settling a long-standing wrangle 
with political power broker and for- 
mer San Miguel chairman, Eduardo 
Cqjuangco. over the government’s 
legal title to shares sequestered 
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from him over a_ decade agti. could 
gain the government a political 
aTly And with San Miguel capital- 
ised at around- S2bn, selling the 
stake should boost govenramnt- 1 
coffers. 

Bid speculation has helped the j 
shares recover from the eflectehf a 
falling -peso and deteriorating . 
export markets. But even after yes- 
terday’s 23 per cent rise* : they 
remain over 50 per cenidoWn on 
the year. In this context, ending the 
long-running legal battle between 
the government and Mr Cbjuahgco 
should at last free, the company to 
make rights issues to bind growth' 
outside its increasingly competitive 
domestic market. And with IT gov 1 
eminent appointees on the 15- 
strong board, upper management 
could benefit f rom new blood. 

Rio Tinto 

Rio Tinto has long been a Victim 
of the UK's advance corporation tax 
system. But with ACT set to go in 
April 1999, the constraint-, on 
distributing cash has been removed. 
And given that tbe share price ba« 
fallen 30 per cent over the last three 
m onths , a 10 per cent share buy- 
back looks timely . F inanciall y the . 
company has ample capacity: a 10 
per cent buyback, costing around 
£lbn ($L63bn), would Lift net debt to 
around £3-4bn at the end af l998. 
This would be about 40 per .cent of 
its market capitalisation - comfort- 
able even for a company with vola- 
tile operating earnings. 

The £lbn could, of course, .be 
spent on acquisitions. But given 
Rio’s superior quality assets, and 
current prices, a buy-back mates 
better sense. And sweetened by-the 
buy-back, shareholders should be 
happy to stump up if a tasty acqui- 
sition comes Rio's way. Short term, 
this move should underpin ;the 
share price. More important 
though, is the copper price, down 46 
per cent over the past eight months 
and a key variable for Rio. 

The fallout from Asia wili deter- 
mine whether it tolls further. It is 
easy to be pessimistic - Japan and 
Korea are huge metals consumers. 
But highly competitive exports may 
yet keep large manufacturers run- 
ning dose to capacity. If so, most of 
the bad news may already be in the 
price. There could, of course, stfU be 
further downward lurches; but for 
investors with an appetite for risk 
now looks a good time to buy. . 

Additional Lex comment on 
Dixons, Page 20 
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BRISA- Auto-estradas de Portugal, S.A. 

21,000,000 Ordinary Shares 

Joint Global Cbordmatoss 

Banco Cisf Deutsche Morgan Grenfell 

Portuguese Retail Offering of 12,100,000 shares at PTE4350 per share 

Lead Manager and Bookrunner 
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Senior Co-Lead Managers 
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Banco Tons & Azores 
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FMbanco 
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Barclays Bank Pic (Sucursal am Portugal) . 
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Pig Six merger 
ruflhg expected 


Karel Van Miert, the 
European Union's com- 
missioner for competi- 
tion (left), will next 
week- decide whether 
merger applications by 
Price Waterhouse and 
Coopers & Lybrand, 
twooftheBigSix 
global accountancy 
firms, can move to the 
Commission's second 
phase of inquiry. In the 
US, the Department of Justice had been expec- 
ted, to indicate it would not block the merger 
but there are rumblings on Capitol Hill. Page is 

Asia puts pulp recovery on hold 

Analysts. say the Asia crisis has delayed the 
papa- Industry’s recovery. International Paper 
of the US has beenhit by weaker Asian demand 
and. SOdra, Europe’s leading producer of market 
palp, expects global demand to fall by between 5 
per cent and 7.5 per cent this year. Page 24 

Vetteznehoi equities face uncertainty 

The fallout from the second wave of the Asian 
crisis has exposed cracks in Venezuela's eco- 
nomic foundations - oil price dependency, cur- 
rency overvaluation and electoral uncertainty - 
shaking investor confidence. Page 34 

Kick-start for paperless trade In India 

Measures to kick-start trading in paperless 
shares take effect in India today, amid fears 
they will cause a short-term liquidity crunch in 
the market. The rules prohibit institutional 
investors from selling paper shares in eight of 
India's most widely traded securities. Page 19 
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Hoechst subsidiary to shed staff 


By Daniel Green in London 

Hoechst Marion Roussel, the 
pharmaceuticals operation of 
German chemicals company 
Hoechst, is to cut almost 5 per 
cent from its costs - worth 
DM460m (S252m) in 1999 - to 
improve profitability. 

Job cuts are likely at all of 
the company's three main cen- 
tres in Germany, Prance and 
the US. 

Only the German unit has 
put a figure on job losses; 600 
out of a 6,700 workforce. This 
will save DM 95m a year. 

In the US, the development 
and regulatory office at Bridge- 
water. New Jersey, is likely to 
escape lightly, with most cuts 
falling on the other Tnai™ cen- 
tre at Kansas City. 

Hoechst shares fell DM0.59 
to DM 64.66. The plan is to 


Philippine 
group bid 
looming 

By Justin Marozd In Manila 
and John Ridding in 
Hong Kong 

A takeover bid for San Miguel, 
the Philippines* flagship com- 
pany, moved closer yesterday 
as the government approved 
the sale of its 48 per cent 
stake. 

President Fidel Ramos 
announced possible negotia- 
tions. 

Yesterday San Miguel B 
shares, which are open to for- 
eigners, rose by 23 per cent to 
close at 46 pesos following 
reports that First Pacific, the 
Hong Kang-based conglomer- 
ate. had raised its stake from 
2 per emit to 6.4 per cent 

First Pacific dismissed the 
report, bzzt analysts believe ft 
is the strongest takeover con- 
tender. 

Over the weekend. First 
Pacific disclosed it. had bought 
2 per cent of the company last 
year and' had Talked to with 
allies about buying a “signifi- 
cant strategic stake* 1 . 

The takeover of San Miguel 
depends on the resolution of a 
decade-long dispute over the 
ownership of the govern- 
ment's stake. The shares were 
sequestered in 1986 by the 
Aquino government which 
alleged they had been fraudu- 
lently acquired by Eduardo 
Cojuangco, a former associate 
of the late President Ferd- 
inand Marcos, under the 
Marcos regime. . 

Lex, Page 14 
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Shares fall as pharmaceuticals operation 
announces plan to trim 5% from its costs 


increase the profit margin - 
net profit as a percentage of 
sales - from 15 per cent to 20 
per cent by the end of 1999. 
This Is still a modest figure in 
comparison with other top 
pharmaceuticals companies. 

HMR Is the world's fourth 
largest pharmaceuticals com- 
pany by sales behind Switzer- 
land's Novartis, Glaxo Well- 
come of the UK and Merck of 
the US. 

HMR is to become the main 
business or Hoechst, which has 
said it would withdraw from 
chemicals to concentrate on 
pharmaceuticals and agro- 
chemicals. 


But HMR is one of the 
slowest-growing of the top 20 
pharmaceuticals companies, 
and management is still wres- 
tling with the problems of 
merging the company's three 
components, which began in 
1995. 

Hoechst bought US company 
Marion Merrell Dow in 1995 
and bought out the minority of 
French subsidiary Roussel 
Uclaf it did not own the 
following year. 

At that time Hoechst said it 
planned to cut the workforce 
by 8,000 from 42.500. The com- 
pany said yesterday its current 
workforce was 40,500. with 


6,700 in Germany, 7,700 in 
France and 6,000 in the US. 

Hoechst's research and 
development work is likely to 
bear some of the cuts, even 
though senior executives have 
conceded that one of the com- 
pany's weaknesses is a short- 
age of new products in devel- 
opment 

HMR feels it has room for 
cuts in R&D because it spends 
about 17 per cent of sales on 
R&D compared with an indus- 
try average of about 15 per 
cenL 

R&D employs 4,650 people: 
1.600 in Frankfurt, more than 
1,000 in Roman ville near Paris, 


600 in Kansas City and 500 in 
Bridgewater. 

Hoechst had promised a 
review of R&D spending after 
its nine-month results in 
November which showed a 49 
per cent drop in pre-tax profits 

to DM2L9bn. 

Frank Douglas, head of drug 
innovation and approval (for- 
merly called research and 
development), said the "tar- 
geted realignment" of the divi- 
sion was also intended to cut 
the time taken for a drug to 
reach the market. 

Other cuts will be in “sales, 
general and administration”, a 
catch-all term used in the 
pharmaceuticals industry for 
most of the non-R&D parts of 
the business. 

Cuts in Germany and France 
will be preceded by meetings 
with local works councils. 


Reebok stars lose their shine 


Sportswear maker leaves field 
clear for arch-rival Nike with 
move to cut sports sponsorship 


Ely Victoria Griffith in Boston 

Reebok, the US sportswear 
maker, has retreated in the 
battle with Nike, its arch-rival, 
for supremacy in sports spon- 
sorship. 

Paul Fireman, chief execu- 
tive, said Reebok would back 
away from costly athletic 
endorsements to concentrate 
on developing high-perfor- 
mance sports shoes. Reebok 
spent $400m on sponsorships 
and other marketing last year, 
compared with Nlke's $lbn. 
While Reebok has some 
impressive sports heroes on its 
roster of endorsements, they 
have been overshadowed by 
Nike stars such as golfer Tiger 
Woods and basketball player 
Michael Jordan. 

“We don't want to compete 
head-on with Nike any more. 
They'D do their thing and well 
do ours," said Mr Fireman. 
"Getting stars to endorse prod- 
ucts has been a priority for the 
past three years, and it hasn’t 
given us much of a pay-back." 

It may take some time for 
Reebok to reduce the number 
of athletes it pays for endorse- 
ments since most contracts are 
for a three-year period. 

Mr Fireman said Reebok 
planned to offer customised 
shoes in 1999. Specially 
designed computer equipment 
would be used to analyse the 
foot’s pressure points and tai- 
lor footwear to the require- 
ments of individual customers. 


The company will concen- 
trate on older consumers, 
which it deems less susceptible 
to fashion and star endorse- 
ments, and will back away 
from the highly profitable mar- 
ket for basketball and cross- 
training shoes to focus on its 
traditional strengths in run- 
ning and walking. 

Reebok has been under pres- 
sure to devise a new strategy 
following the announcement 
last month that its sales for 
1997 would be weaker than 
expected. 

At the time, Mr Fireman 
blamed overall weakness in 
the industry. Certainly the sec- 
tor has become highly compet- 
itive, as highlighted by the 
Chapter 11 bankruptcy filing 
by LA Gear on Tuesday. 

Mr Fireman wants to rewrite 
the rules of the industry to 
give more power to the manu- 
facturer and less to sports 
stars and retailers. Reebok's 
shift in focus is surprising 
since many analysts had 
blamed the group's failure to 
dominate the sponsorships 
arena for its loss of market 
share to Nike. 

The rivalry between Reebok 
and Nike is legendary. After 
rising out of nowhere to take 
the lead position in the lucra- 
tive sports shoe business in 
the 1980s, Reebok began to 
sbed market share rapidly in 
the 1990s. 

Today, Nike has 32 per cent 
of the world market, compared 


Schroders to shed 200 jobs 
in shake-up of Asia unit 


CROSSWORD. Page 24 
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By Jane Martinson 
and Clay Harris in London 

Schroders, the investment 
banking and fond manage- 
ment group, is to announce 
restructuring of its securities 
operation in Asia today, in a 
move which will lead, to 200 
job losses. 

A -lacklustre year capped by 
three months of market tur- 
moil has prompted the UK's 
largest independent Invest- 
ment bank to scale back its 
equity activities in the area. 

The recent crisis caused last 
week's collapse of Peregrine, 
the Hong Kong-based invest- 
ment bank, while others 
active in Asia, including 
ING Barings, are understood 
to P reviewing costs. 

Those, dose to Schroders 
said last ni gh t that its losses 
in the region were “not mate- 
rial to a group context". 

Schroders Is . also to 


announce a reorganisation of 
the group board, with a num- 
ber of senior management 
changes. A source dose to the 
company described it as an 
"internal reshuffle" not 
directly related to the Asian 
crisis. 

The retrenchment chiefly 
affects the group’s nine 
regional offices and excludes 
Japan, to which it remains 
totally committed. 

Asia-Pacific contributed 
£140m ($228. 2m) to group 
operating income of £95Sm to 
1996. However, the securities 
and capital markets division 
to the region was described as 
subdued in reports following 
the group's interim results to 
September. - 

Market turmoil has 
prompted several banks to 
reassess their involvement in 
the area. However, any 
changes being considered by 
ING Barings, the Dutch-owned 


bank, are expected to be 
described as housekeeping 
rather than restructuring. 

Credit Lyonnais Securities 
Asia has cut base salaries by l 
per cent for a third of its staff, 
up to 20 per cent for the nine 
managing partners. 

Jardine Fleming, a joint 
venture by Jardine Matheson 
and Robert Fleming, has cut 
only five at its 3,500 jobs. 

Earlier this week, Barclays 
was able to sell parts of its 
BZW corporate advisory and 
equities business in Asia to 
Credit Suisse First Boston, but 
up to 500 jobs are still at risk 
from the unsold rump - on 
top ' of the 100 lest when 
BZWs Japanese equities busi- 
ness was closed last year. 

National Westminster Bank 
has (dosed offices in Bangkok, 
Kuala Lumpur, Manila and 
Singapore, cutting 40 jobs. 

Fated to bite the dost. Page 12 


Mitsubishi makes US cuts 
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By Mtehtyo Naksmoto 
in. Tokyo 

Mitsubishi Electric, one of 
Japan's leading semiconductor 
makers, js severely cutting 
chip mgnnftw»fiirh^ in the US 
by halting production at its 
Nrath/Carolina plant 
.The company said ft would 
discontinue production of 
4-megabit “D-Ram" dynamic 
random access memory chips 
at its US IteiBty. Hie move, 
believed to be the first closure 
of a Japanese semiconductor 
plant overseas, will result in 
the -loss of 200 out of 560 jobs. 
:it£shares fell £T per cent yester- 
day to Y288 on the Tokyo 
'Stock Exchange. 


Mitsubishi will continue to 
assemble more advanced 16 
and 64-megabit JD-Rams in 
North Carolina bui the deci- 
sion indicates a withdrawal 
from US manufacturing, ana- 
lysts said. Assembly is a low 
value-added operation. 

The company also said it 
was dosing a television manu- 
facturing plant in the US, 
which would result in the . loss 
of 330 jobs and mark its with- 
drawal from overseas produc- 
tion of analogue sets. 

The move highlights the dif- 
ficulties faced by Japanese 
electronics manufacturers in 
their global strategy, particu- 
larly in the semiconductor 
industry, where weak memory 


prices and high capital invest- 
ment costs are taking their 
toll. 

The decision also represents 
a growing divergence between 
stronger, well-funded Japanese 
semiconductor companies, 
which are expanding their 
global operations, and weaker 
companies, often suffering 
losses, which are likely to be 
driven to curt overseas expan- 
sion and raise cost efficiencies- 

Against that background, 
Takeshi ititaoka, the company 
president, admitted yesterday 
that group net losses for the 
year to March were likely to be 
greater than the YlObn 
<$76.3m) forecast at the interim 
stage. 



Moses Kiptanui of Kenya: sponsored by Reebok 


Ptaura: Alapon 


with Reebok’s 15 per cent The 
high-profile battle created a 
great deal of bad blood 
between Phil Knight, Nlke's 
dynamic chief executive, and 


Reebok back in the 1980s. Mr 
Fireman said the group's new 
strategy would probably not 
result in higher profits for a 
few years. "We're the tortoise. 


Mr Fireman, who started not the hare,’* he said. 


Buy-back 
plan adds 
8% to 
Rio Tinto 


By Kenneth Gooding, 

Mining Correspondent 

Shares in Anglo- Australian 
group Rio Tinto. the world's 
biggest mining company, rose 
yesterday after it said it would 
seek shareholder approval to 
buy back up to 10 per cent of 
its equity. 

Its shares were nearly 8 per 
cent ahead on the Austr alian 
stock exchange at the close, up 
A$L35 at AS18.30. 

In London the price jumped 
by more than 6 per cent in 
early trading but settled back 
to close 15 , .:p, or !L2 per cent, 
up at 713p. Rio is a dual listed 
company trading as Rio Tinto 
pic in the UK and Rio Tinto 
Ltd in Australia. 

It said buy-backs would be at 
about present price levels and 
mainly through on-market pur- 
chases. Analysts estimated 
that 10 per cent would cost 
about US$1.5bn. 

The company said this was 
well within its debt capacity, 
given its modest gearing - 27 
per cent in its June results - 
and would have no adverse 
impact on operations or invest- 
ment plans. Rio's capital 
expenditure was neariy 
USSlbn in June. Rio said each 
1 per cent bought back would 
add 1.5 per cent to its gearing. 

Bob Wilson, Rio's chairman, 
said: "We wish to ensure 
that the group has the maxi- 
mum flexibility to manage its 
capital structure in order to 
reduce its cost of capital and 
enhance shareholder value. 

"We consider that buying 
back shares, particularly in 
cun-ent market conditions, 
should achieve earnings per 
share improvement for the 
shareholders of both compa- 
nies and enhance the underly- 
ing value of those shares 
which remain outstanding.” 

The proposal had been influ- 
enced by the recent announce- 
ment of the abolition next year 
of advance corporation tax in 
the UK and previous changes 
to Australian law facilitating 
share buy-backs. 

Rio wifi ask for sharehold- 
ers' approval at meetings in 
February. It said buy-backs in 
London might be limited until 
after ACT was abolished in 
April 1999. 

David Ireland at ABN Amro 
Hoare Govett, said that buy- 
backs in London would almost 
certainly be limited to "a 
small, single figure per- 
centage”. 


Lex, Page 14 



January 1998 

This announcement appears 


as a matter of record only 


Hemingway Properties PLC 

£50 million 
joint venture to 
invest in UK 
mixed use property 


— ELECTRA 
2: FLEMING 


Bectra Renting Limited 
65 Kingsway 
London WC2B6QT 
Tel +44 171 831 6464 
Fax +44 171 404 5388 

Regulated by imRO 


4 Bankers Trust Company 


Bankers Trust Company 

1 Appoid Street 
London EC2A2HE 
Tel +44 171 982 2500 
Fax +44 171 982 3307 

Regulated by the SFA 




1 











. .'“j A*-, r-** 

H ': f:a«S5a ^vnyr ;' 

■ •• ii -■ - • >: _•- 


FINANCIAL TIMES THURSDAY JANUARY 15 1998 


COMPANIES AND FINANCE: EUROPE 


Belgacom in FFr2.3bn ‘friendly’ bid 


By Alan Cane In London 

Belgacom, the Belgian 
national telecommunications 
operator once notorious for 
insularity, inefficiency and 
poor service, has launched a 
FFr2.3bn <S377m> “friendly'’ 
bid for Cipe, Europe's largest 
security monitoring com- 
pany, based in France. 

The Belgian group is aim- 
ing for 51 per cent ownership 
of Cipe. The French compa- 
ny's founders and Banque 
Paribas, both in favour of 


the acquisition, account for 
some 26 per cent of the 
stock. A further 20 per cent 
is held In the UK, chiefly by 
Mercury Asset Management. 

Belgacom and Cipe's top 
executives are touring insti- 
tutional investors to win 
them over to the deal. 

Cipe shareholders have 
the choice of FFr200 a share 
in cash now or an option giv- 
ing them the right to sell at 
FFr240 in two years' time. 
Belgacom hopes to close the 
offer on February 6. 


The group's move reflects 
how Europe's state-con- 
trolled telecoms operators 
are discovering unexpected 
entrepreneurial instincts as 
they marshal their resources 
to counter intensifying com- 
petition following market 
liberalisation. 

It is looking to diversify 
into activities which go 
beyond basic telephony ser- 
vices - where price competi- 
tion is expected to be fierce 
- but which exploit telecoms 
infrastructure. It moved into 


security monitoring last year 
by buying a controlling 
interest in a privately held 
security firm Securis, now 
renamed Belgacom Alert 
Service. 

The Cipe acquisition 
would give it a pan -Euro- 
pean position In a market 
worth FFr33bn in France. 
Belgium and the UK 
together, and which is grow- 
ing by more than 25 per cent 
annually. Cipe is a specialist 
in audio and video monitor- 
ing for business customers. 


BMG signs up 
ex-Sony man in 
European rejig 


Syks 


By Alice Rawsthom 

BMG Entertainment, one of 
the world's largest record 
companies, is restructuring 
its European interests and 
has recruited Richard Grif- 
fiths. a former executive of 
Sony Music. 

The changes at BMG. part 
of Bertelsmann, the German 
media group, involve merg- 
ing the three existing Euro- 
pean operations into two 
companies. BMG's best-sell- 
ing acts include Puff Daddy. 
Toni Braxton. Eros Ram az- 
zotti and Natalie Imbruglia. 

One of the new divisions 
will cover the UK and cen- 
tral Europe, including 
France and Italy. Mr Grif- 
fiths, who was president of 
the Epic Records label before 
leaving Sony Music last Sep- 
tember. is appointed presi- 
dent of this division. 

John Preston, chairman of 
the old UK and Ireland divi- 
sion, is leaving BMG. A close 
friend of Tony Blair. UK 
prime minister. Mr Preston 
is understood to be taking 
on a number of consultan- 
cies and non-executive direc- 
torships. 

The second new division 
will include eastern Europe 
and German-speaking coun- 
tries. Its president will be 
Thomas Stein, who has run 
BMG Music in Germany, 
Austria and Switzerland 
since 199L 


Rudi Gassner, president of 
BMG Entertainment Interna- 
tional, said the restructuring 
reflected the need for the 
group to adopt “a more 
coherent approach" to its 
European interests. 

As record and video retail- 
ers expand across Europe, 
they increasingly want to 
deal with BMG in more than 

one country, according to Mr 
Gassner. "Rather than 
talking to three different 
people, they need to deal 
with one,” he said. 

Similarly, BMG often 
orchestrates artists' market- 
ing and promotional cam- 
paigns across several Euro- 
pean countries. Mr Gassner 
said the new structure was 
intended to simplify this. 

Mr Gassner expects the 
heads of the new European 
divisions would review the 
artists on BMG's roster, but 
he does not envisage signifi- 
cant cuts in personnel. 

PolyGram, a rival music 
group, has reduced its 
European staff over the past 
year, and EMI. another 
competitor, is starting to do 
so. 

Mr Gassner hopes that the 
restructured European 
operations will produce 
more best-sellers. BMG has 
become increasingly reliant 
on music originating from 
its US record labels and vin- 
tage Elvis Presley record- 
ings. 






sending sounds and pictures 
from customer premises over 
telephone lines to monitor- 
ing posts. Last year it made 
profits of FFrSfrn cm turn- 
over of FFrLOTbn. 

While security monitoring 
has natural affiliations with 
telecoms, it is no coincidence 
that Ameritech, the US 
regional operator which 
holds shares in Belgacom, 
has a thriving security busi- 
ness in the US. 

For Belgacom, the deal 
offers the opportunity to par- 




ticlpate in a high val- 
ue-added business with 
Cipe’s expertise and to gen- 
erate a greater volume of 
traffic over its network. 

Cipe should benefit from 
an acceleration of its devel- 
opment in Europe coupled 
with access to the financial 
and systems capabilities of a 
larger group. 

wniiam Mosseray, general 
manager of Belgacom's spe- 
cial businesses group, said 
Cipe's present management 
would remain in place. 
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Ready to start the flotation ball rolling; Olympique Marseille goalkeeper Andreas Kopke 

French club 'would float 5 


By David Owen in Paris 

Olympique Marseille, the 
leading French soccer club 
controlled by Robert Louis- 
Dreyfus, chairman of Adi- 
das. the German sportswear 
group, would seek a stock 
market flotation within 
three years of a change in 
French law permitting 
sports clubs to become pub- 
lic limitpd companies. 

Mr Louis-Dreyfus made 
the disclosure this week in 
an interview in Paris. He 
suggested the three-year 
period might be necessary to 
allow time for television 
rights to be renegotiated. 

The Socialist-led French 
government is considering 
reforms, expected to be pres- 
ented later this year, that 
may enable some French 
sports clubs to become ordi- 
nary public limited compa- 
nies and to start paying divi- 


dends to attract private capi- 
tal. Clubs, traditionally run 
as non-profit-making compa- 
nies with participation from 
local communities, complain 
that the present structures 
leave them unable to com- 
pete financially with coun- 
terparts in Italy, England 
and Spain. 

A recent poll Indicated, 
however, that French public 
opinion Is ag ains t stock mar- 
ket listings for leading soc- 
cer clubs. Some other lead- 
ing Flench football figures 
also have reservations about 
the possible consequences. 

Olympique Marseille is 
majority-owned by the fanci- 
fully named SociGte Eric Soc- 
cer. which is in turn con- 
trolled by Mr Louis-Dreyfus 
and friends. The Adidas 
chairman said he would 
never buy another French 
soccer club, but that it might 
make sense to acquire "what 


This anrnuncrmmt appears as a matter of retard only 
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Arthur Andersen and Garretts 


I would call a junior soccer 
club” in a country such as 
Belgium to enable more 
players to gain experience. 

He said Adidas itself 
would never buy a football 
club because “if you are the 
owner of a club, the other 
clubs will say they won’t be 
treated the same way”. He 
also indicated that be would 
like, In time, to develop 
other sports such as rugby. 
He offered Toulon - which is 
only a short rifc tanrp from 
Marseille - as an example of 
the sort of club he might 
take over. 

He said Adidas, which is 
acquiring Salomon, the 
French ski and golf equip- 
ment company, to become 
the world's second biggest 
sports goods manufacturer 
after Nike of the US. would 
be interested in sponsoring a 
European superleague for 
top soccer teams. 


Estonian 

banks 

announce 

merger 

By Matej Vrpotnik In Taffinn 

Estonia's two biggest banks 
yesterday announced they 
would merge through a 
share swap to create the 
largest financial services 
group in the Baltics, with 
assets of more than 
ERr20bn <$1.4bn). 

Shareholders of Hansa- 
pank would take up 63 per 
cent of the merged group, 
with the rest going to Hoiu- 
pank investors. The new 
institution will retain the 
Hanimpiilc name. 

Hansapank, Estonia’s 
largest, is strong in the cor- 
porate sector. Hoiupahk is 
Estonia’s biggest retail 
bank, with the country’s 
largest branch network. The 
new entity will have more 
than 45 per cent of the Esto- 
nian hanking market 

At the end of last year. 
Hansapank held less than 2 
per cent of Hoiupank, after 
selling a I2L5 per cent stake 
to Swedbank of Sweden at 
the end of 1996. 

The new entity dwarfs the 
next biggest bank, Uhis- 
panic, with assets of Sl-3bn. 
However, Margus Schulte, 
vice-president of Uhispank, 
welcomed the merger. “The 
consolidation is a positive 
event because there are too 
many banks in Estonia. The 
sooner the consolidation 
continues, the stronger Esto- 
nian banking will become in 
the region," he said. 


Banco Popular 
advances 8% 
to Pta65.9bn 


By David White in Madrid 

Banco Popular, the smallest 
of Spain’s top five banking 
groups, saw attributable net 
profit rise 8 per cent to 
Pta65.9bn <$427.9m) last year 
in spite of shrinking interest 
rate margins. 

The provisional result, 
which compared with 
Pta61.0bn in 1996. was 
slightly higher than ana- 
lysts’ forecasts. 

A fall of 5.7 per cent in net 
interest revenues to 
Ptal67-8bn was offset by an 
increase of more than 23 per 
cent in fees and commissions 
and a s imil ar j um p in finan- 
cial asset trading income. 

Executives said they 
expected the trend in net 
interest revenues to flatten 
out this year, with increased 
volume tending to compen- 
sate for further declines in 
interest rate margins. 

The bank announced a 
full-year divided of Pta295 a 
share, a 12.2 per cent rise. 
The payout for the previous 
year was recalculated to 
take account of reduction in 
share capital in the spring 
and a four-for-one stock split 
in the autumn, reducing the 
nominal value from Pta500 
to Ptai25. 

The capital reduction - 
the bank repurchased just 
over 4 per cent of its shares 


- boosted consolidated per- 
share earnings 11.2 per cent 
-to Pta587. compared with an 
adjusted Pta52& 

Pre-tax earnings were 9.6 
per cent up at Ptal06.5bn. 
after flat operating profits of 
Ptall9.4bn. Non-performing 
loans were cut by 8.6 per 
cent to Pta42.9bn. or L5 per 
cent of total risks, compared 
with 2.1 per cent Coverage 
of non-performing loans by 
provisions was strengthened 
from 90.5 to 114.5 per cent 

Average total assets, 
meanwhile, rose 2.9 per cent 
to Pta3.520.8bn. 

Popular, whose lending is 
heavily concentrated among 
domestic small businesses, 
launched a programme In 
the autumn to bolster its 
market share, including 150 
new branches, expanding its 
network to more than 2,000 
by the end of this year. 

The bank is frequently 
mentioned as a potential tar- 
get in a further concentra- 
tion of the Spanish bank sec- 
tor. Recent rumours have 
focused on the possibility of 
Banco Bilbao Vizcaya taking 
a holding in Popular. 

Emilio Ybarra, BBV chair- 
man, said at the weekend he 
considered Popular a “very 
good bank" but added that 
for a deal to take place “they 
would have to be interested, 
too". 
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group, vesterday re ported a sharp jump in net income to 
FFr76Qm (Sl24.6m), In one of the first sets of 1997 corpo- - 
rate results to be made public. Revenues rose 36 percent . 
to FFr202bn, and net income surged from FF r282m t o V 
FFr760m. “We’ve been following a strategy of organiq . • 
growth,” said Geoff Unwin, deputy head of the hoard. - • 

"The problem is the shortage of skilled peopIe. which.is . 
likely to get worse,” he said. "Demand is strong in aP •_ ■ 
markets. The big issue is whether we can attract and-' 
retain enough staff” Margins were 8.1 pear cent, and Mr. 
Unwin said the group was on trade to improve these bya 
further percentage point year. He said more than 90 
per cent of revenues came from pr ofe s sion al fees, with . 
just a fraction representing hardware costs. The results."-: 
include the full consolidation into the accounts for the ' 
first ti me of-Bossard, the French consultancy group - 
acquired by Cap Gemini. Significant new contracts' 
included a FFr4bn deal signed with British Steel last 
November. 1 

The figures come after the group resolved outstanding - 
questions over its ownership last' year, when Debts, the 
finance arm of Daimler-Benz of Germany, decided to sell 
its 24 per cent stake. CGIP, the French bolding company, .. 
increased its bolding to nearly 30 per cent as a result of 
the disposal. A farther S3 per cent is publicly quoted.' Mr. : 
Unwin said there were no plans for this -proportion to 
change or for another strategic investor. 

Andrew Jack, Paris 

■ SWEDEN 

B anks approve market merger 

The main obstacle to a proposed merger between the : 
Stockholm stock exchange and OM Gruppen, the quoted ' 
Swedish derivatives exchange operator, was lifted yester- 
day when three leading banks co nfir med plans to raise 
their stakes in the new group. 

Svenska Handelsbanken, MeritaNordbanken and Swed- 
bank had objected to the merger plan, fearing the hew' " . 
group would be dominated by Investor, the main invest- 
ment vehicle of Sweden's Wallenberg Industrial empire. . 
Their objections were shelved after the trio received guar- 
antees that they could raise their stake in the merged - .; ■ • 
group from the <L3 per cent originally envisaged. Under a 
plan confirmed yesterday, their combined stake in the 
new bourse will rise to 10.2 per cent through the purchase 
of a 4.1 per cent stake in the Stockholm stock exchange 
and by exercising share options. 

Investor, meanwhile, has agreed to reduce its initial . .. 
stake In the merged group from 14.6 per cent to 10.6 per 
cenL Greg Mdoar, Stockholm , 

■ BANKING 

Deutsche Bank reorganisation 

Deutsche Bank expects to decide within a few weekshbw 
to bring together its investment and corporate banking 
activities. Rolf Breuer, chairman, said yesterday. He said 
the new structure was “in no way connected to a link-up ; 
with any other company in investment banking*. 

Mr Breuer confirmed Deutsche was considering drop- 
ping the Morgan Grenfell name from its Deutsche Morgan 
Grenfell investment banking arm, but no changes were 
planned in the parent bank's executive board. He said 
Deutsche bad no interest in taking over Commerzbank, 
soon to be Germany’s fourth largest hank; bizt that ft was 
interested in additional purchases in Franca 

Agencies, Frankfurt 

■ CAR INDUSTRY 

Skoda in product-led revival . 

Skoda Auto, the Czech carmaker controlled by Germany's 
Volkswagen group, has affirmed its product-led revival 
with a 36 per cent rise in output to more than 357,000 
vehicles last year. The company expects production to 
climb by between 20 per cent and 30 per cent this year in 
its longer-term goal to raise output to about 500.000 units 
a year by early next century. 

Production of the Octavia, a saloon based on the 
mechanics of VWs fourth-generation Golf; rose to almost 
61.000 units last year. That was slower than expected as 
the company has sought to ensure quality levels at the 
new assembly hall at Skoda’s Mlada Boleslav plant and *. 
master the highly modular construction system on which 
the vehicle is based. Output of the smaller Felicia model 
rose by more than 13 per cent to nearly 297,000 units. 

Skoda expects this year's planned rise in output to stem 
from a doubling of production of the popular Octavia . . 
saloon, which will be boosted by a station wagon version. 
Longer-term plans include adding a third model to 
Skoda's two current ranges. Analysts say the company is 
looking at either a small car below the Felicia or a largo: 
vehicle to slot in above the Octavia. Some reports suggest 
the company may even be considering a rugged sports 
utility vehicle. 

Haig Stmonian, Motor Industry Correspondent 

■ BIOTECHNOLOGY 

Ares-Serono sales fall 8% 

Ares-Serono, the Swiss biotechnology company whose 
shares have doubled over the past year on the back of 
investor excitement about its growth prospects, reported 
an 8 per cent fall in sales, to $222. 6m, in the final quarter 
of 1997. Full-year sales rose by 7.3 per cent to $86fen. 
which compares with growth of 18 per cent in 1996. Sales, 
which are reported in US dollars, have been hurt by the 
strong dollar. Nevertheless, the 13 per cent growt h in 
sales in local currencies in 1997 was slower than the 18.7 
per cent growth in 1996. 

In the final quarter of 1997 sales in local currencies fell 
by 1.8 per cent, which the company blames on the excep- 
tionally high sales in the last quarter of 1996 which were 
plainly due to the US launch of Serostim, an AIDS wast- . 
ing drug, and Fertinex, a fertility drug. 

William Haiti Zurich 
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The fen largest UJ5. IPOs of 1997 ranked by aft e rm arket turnover 

% Turnover 



$MM 

on 1st day 

Rank 

Bodmutner 

Security Capital Group, Inc. 

$632 

19% 

1 

J.P. Morgan 

Boston Properties, Inc. 

785 

25 

2 

Merrill Lynch/Goldman Sachs 

;• GT Group Holcfings, Inc. 

978 

31 

3 

J.P. Morgan 

: Hartford Life, Inc. • 

650 

35 

4 

Goldman Sachs 

Herb Carp. - 

• 48G 

38- 

5 

J.P. Morgan 

• Santa Fe International Corp. 

. 998 • 

41 

' 6 

Goldman Sachs 

Galileo International, Inc. 

784 

50 

7 

Morgan Stanley 

Equity Office Properties Trust 

525 

50 

8 

Merrill Lynch 

Nationwide Financial Services 

483 

56 

9 

Credit Suisse First Boston 

Polo Ralph Lauren Corporation • 

. 767 

68 

10 

Goldman Sachs 


SovrttK Bbambrng. EquiDmsk 


In 1 997, J.P. Morgan managed three of the top ten initial 
public equity offerings by U.S. issuers, and was the fifth- 
ranked lead manager for IPOs of all sizes. Issuers choose 
J.P. Morgan to be bookrunner on their IPOs because they 
know we offer more. 

More emphasis on developing long-term shareholders, not 
short-term investors. As a result, as the chart indicates, more 
stability after the issue has been launched. More access to a 
unique group of sophisticated high net worth investors, and 
through a special arrangement with Charles Schwab & Co., 
Inc., access to an extensive network of active U.S. 
retail accounts. 

No Firm works harder to make clients' offerings successful. 
For more information about how we can help make your 
IPO a success, please contact your J.P. Morgan 
relationship manager. 
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COMPANIES AND FINANCE: THE AMERICAS 


Investment in Asia Mgh at start of crisis 


By John Authors 
In New York 

US investors invested a net 
$1.6bn in Singapore equities 
and $1.5bn in Korean equi- 
ties during the third quarter 
of last year as the Asian 
financial crisis was begin- 
ning to unfold, according to 
figures published yesterday 
by the New York-based Secu- 
rities Industry Association. 

The figures also revealed 
that investment in the US by 
European investors set a 
record during the third quar- 
ter. even though most US 


BCE to 
take 
C$2.9bn 
charge 

By Scott Morrison 
in Toronto 


BCE is to write off CS2.9bn 
(USSZbn) in the fourth quar- 
ter just ended as part of its 
preparation for increasing 
competition. 

The Canadian telecommu- 
nications group said the 
charge, believed to be the 
largest in Canadian corpo- 
rate history, would result in 
a substantial loss In the 
quarter. 

The move stems from a 
change in accounting prac- 
tices and BCE said it would 
not affect cash flow nor its 
ability to pay dividends. 

BCE's Bell Canada, the 
country’s largest telephone 
company, will absorb a 
C$2bn charge to write down 
equipment, plants and other 
physical assets at a quicker 
pace to reflect rapid market 
and technological changes. 

The unit will also take a 
CS700m charge for employee 
severance costs. The remain- 
ing C$200m charges come 
from BCE’s shares in other 
utilities. 

The effect of the charge 
will not be known nntil 
BCE’s annual results are 
released this month. Ana- 
lysts had expected 1997 
earnings of about C$L2bn. 

The accounting changes 
are similar to those adopted 
by some former US monopo- 
lies which have also been 
forced to adjust to a compet- 
itive market. A number of 
Canada's other former tele- 
phone monopolies could fol- 
low BCE’s lead. 

New local telephony price 
regulations introduced this 
year no longer guarantee 
the recovery of costs. This 
gave Bell Canada little 
choice but to adopt gener- 
ally accepted accounting 
practices in order to create 
an even playing field. 

Lynton Wilson, BCE chief 
executive, said the changes 
would Increase 1998 profits 
by C$I27m to CS175m. 


equity indices hit new highs 
halfway through the quarter 
and then subsided. 

The figures suggest Asia's 
difficulties took US investors 
by surprise. However, there 
is also evidence that the flow 
of money into emerging mar- 
kets dipped sharply in Sep- 
tember. when the scale of 
the problems for economies 
in the region was beginning 
to become apparent 

Emerging markets 
accounted for more than 23 
per cent of international 
equity purchases by US 
investors during the first 


three quarters. Brazil was 
the most popular emerging 
economy, with net invest- 
ment of $2.6bn. 

US investors acquired 
overseas equities worth a 
total of $l5.4bn in the third 
quarter, the highest quar- 
terly level of foreign invest- 
ment since - the $17.4bn 
recorded in the second quar- 
ter of 1996. 

The association said the 
data to determine the impact 
of Asia’s market turbulence 
on the US desire for foreign 
equities in general were still 
not available. However, total 


US acquisition of foreign 
equities dropped to $l47m in 
September, the lowest 
monthly total since Septem- 
ber 1994. This follows figures 
showing net outflows from 
mutual funds investing in 
the region during September 
and October. 

US investors hold a total 
of $L200bn in foreign equi- 
ties. following a net invest- 
ment of S333bn during the 
1990s so far. Since the begin- 
ning of the decade, US inves- 
tors have expanded their 
overseas equity holdings 4.4 
times, according to the asso- 


ciation. The Average for G-7 
nations was 23 times. 

Meanwhile, the figures 
show that interest In US 
securities from overseas 
increased to record levels, 
despite the high levels of the 
stock market at the time. 
The Dow Jones Industrial 
Average reached a peak in 
early August and has been 
trading at a lower level for 
the past five months. 

European investors 
acquired a net $41.4bn of 
American securities, led by 
$16.2bn from the UK, $6-9bn 
from Germany, and $4.5bn 


from Switzerland. There 
were net purchases of S&3hn- 
by Japanese investors. 

Treasury bonds, which are 
believed to have benefited 
from a “ fli g h t to quality” in. 
the wake of Asian develop- 
ments. were popular, with 
investors from outside the. 
US, attracting net purchases 
of $43J3bn during tire quar- 
ter. Acquisitions from Euro- 
peans were heavy at $509bn. 
while Asians sold a net $3hn 
in tr ea sur y bonds, the first 
time they had been net sell- 
ers since the first quarter of 
1994. 


TV stations 
rechannel 
the violence 


Television violence is down 
- and up - according to fig- 
ures released this week. 
Data from the University of 
California. Los Angeles, 
shows the volume of murder 
ous activity shown on US 
screens fell last year for the 
third season in succession. 

But to judge by numbers 
published by the National 
Football League, efforts by 
television companies to beat 
one another to a pulp have 
escalated almost beyond cal- 
culation. 

This week’s auction of the 
rights to show NFL games 
will generate almost $18bn 
in revenues for the league 
over the next eight years: a 
sum within an ace of the 
S19bn Walt Disney paid two 
years ago to buy Capital 
Cities/ABC. 

The final tally was 
reached after Disney bid 
more than $9bn on Tuesday 
for all cable rights and to 
keep the Monday Night Foot- 
ball slot, which is rated as 
one of the industry’s most 
effective attention-getters. It 
is typically used to promote 
the week’s coming pro- 
grammes to huge audiences. 


The winners will not 
emerge until the new foot- 
ball and television seasons 
start next autumn, but the 
balance of advantage among- 
the four leading broadcast- 
ers has clearly shifted. 

General Electric's NBC, 
the most popular network. Is 
left without any football to 
show. The looming end of 
Seinfeld, the quirky comedy 
which has established 
Thursday night as NBC’s 
private fiefdom. is another 
substantial loss, com- 
pounded yesterday by word 
that Jenny, an apparently 
sure-bet situation comedy 
starring ex-Playmate Jenny 
McCarthy, is being pulled 
after only 10 weeks. 

Yet NBC is not entirely 
bereft, especially as it 
appeared yesterday to have 
rebuffed a threat by ABC to 
outbid for ER, the hospital 
drama. It also still has Fra- 
sier and Friends, not to men- 
tion long-term rights to the 
Olympics, major league base- 
ball and basketball to keep 
the men and boys happy. 

The network with most to 
gain is third-ranked CBS. 
which fell from top place in 






Quirky: Seinfeld, one of NBC’s successful comedies, is coming to an end 


1993 immediately after Fox, 
the upstart News Corp 
broadcaster, bought the foot- 
ball package ft had shown 
since 1970. 

Its deal to pay $500m a 
year over eight years for 
NFL broadcast rights should 
help restore its popularity 
among heavy-spending 
young males, according to 
Mel Karmazin, the aggres- 
sive chief executive who 
joined the company last year 
when it bought his infini ty 


radio group. He alone among 
the networks’ top executives 
was brave enough to claim 
that he could turn a profit 
on his $4bn NFL investment 

Fox, which Wall Street 
suggests has lost $100m a 
year on its first foray into 
football, will have to work 
harder to amortise its $500m 
annual bill, but otherwise, 
its strategy and position - 
fourth in the r anking s - are 
likely to remain unchanged. 

ABC, which has been a 


consistent third-place disap- 
pointment for Disney, also 
paid dearly to keep its slice 
of the pie. In the process it 
ran Time Warner’s TNT 
cable channel out of the 
game by buying all cable 
rights for its ESPN network 
to keep News Corp’s fast- 
rising Fox Sports challenger 
at bay. 

Christopher 

Parkes 


AMERICAS NEWS DIGEST 

Georgia Pacific 
to cut 1,500 jobs 

Georgia Pacific, the Atlanta-based paper and building .. 
products group, is cutting. 1,500 jobs from the 5,100 wdck- - 
farce of Its building products distribution division^ as part 
of an a ggr essive campaign to return to pr o fi tabi lity. The - 
move involves selling most of its mill work fornication 
plants , winch assemble products such as doors and win- . 
dows, as well as 13 warehouses in the western US. It will . 

an y farffitiea It is unable to aelL 
Pete Corell. chief executive, said a charge would.be 
against fanrth-quarter earnings, which would be 
gnnrwinrpd by the end of this month. There would be fur- - 
ther cost-cutting actions for the division this year. 

TV move, which comes as many, paper companies are - 
lo oking fin* cost savings in the wake of the sharp reduc- 
tion in demand from Asia, was wen received by the mar- : 
ket By midday, its share price was up at 855% . 

John Authers, Nap York : 

■ INDUSTRIAL GROUPS . 

AMP goes online 

AMP, the world’s biggest maker of connectors for the elec-, 
treaties and capital goods industries, has become the lat- 
est US industrial group to announce plans to sell its prod- 
ucts on the Internet The company Is joining aircraft 
xnan ufo ct n rer Boeing and indus trial group General Elec- 
trie in allowing customers to inspect an electronic cata- 
logue of parts and place orders using the world wide web. . ‘ 
AMP’s internet service is to start this month. THri-. 
roately, the company believes it could be used for sales - ; 
running to hundreds of millions of dollars a year. The 
Penns yl vania -based company has amnia] sales of nearly .■ • 
$6bn. It claims a 17 per cent share of the world market for 
connectors. 

The company believes its huge range - which runs to 
about 300,000 products - and its 200.000 customers in 140 ' 
countries make use of the internet especially applicable. 

Peter Marsh. 

■ ARGENTINA 

Exxel to buy music store chain 

Exxel Group, the Argentine private equity firm, signed a 
preliminary accord to buy out Musimundo, a local music .. 
store chain, for an estimated $200m. Evrel, with total 
annual revenues of $2.6bn, will undertake a due diligence 
over the next 75 days of Argentina's most popular music 
store before sealing the deal “The company was aware 
that its future lies In expanding regionally and to take on 
the challenge it needs an injection of new blood,” said 
Gustavo de Trapaga, general manager of Musimundo, " 
which registered sales of 5315m in 1997. 

The move is part of a wave of often controversial acqui- 
sitions by Exxel in recent weeks. It surprised Argentina’s 
business and political communities alike in December by 
buying out airport duty-free and cargo concessions and 
private mail companies attributed to Alfredo Yabran, a 
controversial businessman. The $605m deal provides it 
with a valuable bargaining chip in its bid to win a 30-year 
concession to run 33 of Argentina's 59 airports. 

Andrea Campbell, Buenos Aires ’ 
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Allianz buys stake in LifeUSA 


By John Anthers 

Allianz , the German insurer, 
Is taking a 35 per cent stake 
in LifeUSA, a US life insurer 
which specialises in offering 
insurance against the costs 
of long-term care for the 
elderly, in an unusually 
structured deal which will 
require it to pay about $150m 
over the next five years. 

Allianz already had a mar- 
keting agreement with 
LifeUSA, which is based in 
Minnesota, and will now 
nominate two directors to 
the US group's board. 


Allianz will increase its 
participation in LifeUSA’s 
business as an underwriter 
or reinsurer from 25 per cent 
to 37.5 per cent. 

Payment will be made in 
three forms. Over the next 
five years. Allianz Life of 
North America will buy 
$100m of newly issued 
LifeUSA stock in five $20m 
instalments. 

The price it pays will be 
equivalent to 25 times Life- 
USA’s book value a share 
when the stock is issued. 

LifeUSA said it was an 
“innovative” agreement 


which allowed it to treat the 
investment as a “line of 
equity”, so that it could 
draw down capital over time. 

Allianz Life will also con- 
vert a $30m debenture which 
it purchased from LifeUSA 
in 1995. 

It will purchase 2.5m 
shares, equivalent to a 10 per 
cent stake. This involves 
buying 925.000 shares from 
LifeUSA directors at a fixed 
price of $16.44 a share. 

LifeUSA is a relatively 
new marketing organisation, 
which sells through 130 sep- 
arate agencies. Its sales 



U.S. $200,000,000 
American Express Bank Ltd. 

Floating Rate Subordinated Capital Notes 
Due 1999 

Notice is hereby given that for the interest Period 16th January. 
1998 to 16th April. 1996 the Notes will tear interest at the rate 
of 5Y.% per annum. The interest payable on 16th April, 1998 
against Coupon No. 44 will be U.S. 5143.75 per U.S. $10,000 
Nominal andU-S. $3,593.75 per U.S. $250,000 Nominal. 

DATED TVttS 15TW DAY OF JANUARY, 1998. 

Principal Paying Agent 
&E3 ROYAL BANK OF CANADA 
SgjB EUROPE LIMITED 


We are pleased to announce the election 
of the following officers 

Joel Ackerman 
Paul H. Klingenstein 
S. Joshua Lewis 
David E. Lihowitz 
Maryanne Mullarkey 
Sharon B. Parente 
Eugene J. Siembieda 
Jeremy S. Young 
Managing Director 


EM. WARBURG, PINCUS & CO., LLC 


growth is much faster than 
for the life Industry gener- 
ally, with total premiums 
increasing from $145 3m in 
1992 to $3169m in 1996. It 
specialises almost exclu- 
sively in insurance against 
the costs of long-term care. 

LifeUSA's business plan is 
to capitalise on current 
demographic trends as the 
postwar “baby boom” gener- 
ation approaches retirement 
In another three decades, 
some projections suggest 
that Americans over the age 
or 85 will out-number those 
under the age of 5. 
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Accountants hope Six 
into Four just might go 

US, European regulators tcxrule on mergers 

J oel Klein and Karel Van There are also signs the The presumption when fix 
Mien have a common SEC is preparing the ground deals were announced w a« 
problem. The US assis- for tougher regulation in the that Brussels would come in 


HONG KONG 


USD 20 000 000 000 

EURO MEDIUM TERM NOTE PROGRAMME 
OF SOCICTE GENERALE, 

SGA SOCIETE GENERALE ACCEPTANCE N.V. 

AND SOCIETE GENERALE AUSTRALIA LIMITED 
SERIES 52/94-*, TRI 

SGA SOCIETE GENERALE ACCEPTANCE N.V. 

FRF 1160 000 000 FLOATING RATE NOTES DUE 20M 
ISIN CODE : XS0048190556 

For the period January 13, 1998 lo April 14, 1998 
the new rate bos been fixed at 7.601 5625 % P.A. 

Next paym en t dec : April 14. 1998 
Coupon or : IS 
Amount : 

FRF 1 921.51 for tte dnmmnatioii of FRF 100 000 
FRF 19 215.06 for the denonriwrioo of FRF 1 000000 

THE PRINCIPAL PAYING AGENT 
SOCIETE GENERALE BANK& TRUST SA. - LUXEMBOURG 


SocMlf d'lmo nnmmg d capital variable 
RcEtociai Office ICd, Etoufcvani dc la Knuuc. L-2330 ljuranbcurj; 

R.C - Lumtwj B 22 173 

1 SharehoMen are loltamed Ifam Swa k l Sckttwn Raid SICAV a bunding on 22 January 
1998 1 pew d*w of dam lo be called Sv curia Sckcdco Find - Earns European Stans. 

Share* will be mod at an ioiiial CXTctir g Pries oT USD lOpcr share, plus ■ salca da^: an 
derated In the current Explanaioc} Mentunmlum. 

An>Ucaiiem for lines hi iNa daw at ihc inkbl Offering Pnce nuut be melted by Hie 
Comparj or Uk Dtaribiner on Ukt Uud 1 2.<n noon LuKtiboug tunc on 22 liaaty 1998 
and p a yment mua be nude »ixh ante i toy take. 

Application has been made w list die Kura of the Eastern Europe State* on the 
Luierabcuts Stock Eidunge. 

The Boon! of Duiciun 


NEW YORK 


January 1998 


METRO 

METRO FINANCE B.V. 

Cans 100,000,000 Collared Floating Rate Notes 1993/2003 

{Issued under the DM 2 billion Multi- Currency Euro Medium Term Note 
Programme of METRO AG) Tranche-No.: Li 

The Rate of Interest apptfcabfe to die Interest Period from January 15, 1998 
to April 14. 1996 Inclusively, was determined to be &5 percent per annum. 
Therefore, on January 15, 1996 merest per Note of Can$ 1,000 principal 
amount In the amount of Cans 16.03 and Interest per Note of 
Can$ 10.000 principal amount in the amount of Can$ 160.27 Is due. 
Frankfurt am Mato, January 1998 

Dresdner Klelnwort Benson 

Oiesdner Bank AMIengesailscftafl 

Calculation and Principal Paying Agent 


CMEC GE CAPITAL CHINA 
INDUSTRIAL HOLDINGS LIMITED 


Net Asset Value 

CMEC GE Capital China industrial Holdings Limited announces 
dial as of 31st Decembe r . 1997. the unaudited consolidated net 
asset value per share of the Company was US SI -057. 

CMEC GE Capital China Industrial Holdings Limited 

im coznptod rvunpany u m tup ma ed with tunned liability in die Cayman Itlntai 
I Mi Jmai>. Ite* 
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J oel Klein and Karel Van 
Mlert have a common 
problem. The US assis- 
tant attorney general and 
the European Union’s com- 
missioner for competition 
must decide whether to 
allow mergers which would 
transform the Big Six global 
accountancy firms into a Big 
Four. 

Senior executives at Price 
Waterhouse and Coopers & 
Lybrand will get the first 
reliable signal next week 
when Mr Van Miert 
announces whether the two 
firms’ merger application 
will be allowed to move to 
the European Commission’s 
second, lengthy phase of 
inquiry. 

All the indications suggest 
that it will. The merger 
plans of KPMG and Ernst & 
Young may follow suit 
In the US, the picture at 
first seemed clearer. Mr 
Klein's antitrust department 
- part of the Department of 
Justice - was expected to 
indicate quickly that it 
would not block the mergers. 
Competition issues seemed 
less acute than in Europe 
and the presence of the pow- 
erful Securities and 
Exchange Commission 
looked to guarantee strict 
policing. 

“It was always assumed 
that US approval was a slam 
dunk deal," said one Wash- 
ington-based Big Six execu- 
tive. 

However, the antitrust 
department has circulated 
questionnaires to the Big Six 
which one executive said 
focused attention on specific 
concentrations of market 
share in specialised areas, 
such as the audit of financial 
services companies and par- 
ticularly the banks. 

“We expect an indication 
from the DoJ within three 
weeks, unless something 
gets in the way." said one 
executive at one of the firms 
seeking a merger. 

What could get in the 
way? For a start there are 
rumblings on Capitol HllL 
The antitrust subcommittee 
of the Senate judiciary com- 
mittee is considering 
whether to hold hearings on 
the mergers as part Of a gen- 
eral investigation of the glo- 
balisation of financial ser- 
vices. But the accountancy 
firms believe such hearings, 
which could hold up a regu- 
latory decision, are less 
likely now than 10 days ago. 


There are also signs the 
SEC is preparing the ground 
for tougher regulation in the 
expectation of merger clear- 
ance from Mr Klein. The 
SEC is due to endorse a self- 
regulatory audit body, the 
Independence Standards 
Board. Endorsement has 
been delayed and there is 
every chance that tougher 
regulations could be Imposed 
if the accountancy mergers 
go through. 

Second, the Public Over- 
sight Board, an independent 
watchdog, has delayed publi- 
cation of its annual report 

There are 
rumblings on 
Capitol HilL The 
antitrust 

sab-committee of 
the Senate 
judiciary 
committee is 
considering 
whether to hold 
hearings as part of 
a general 

investigation of the 
globalisation of 
financial services. 
But accountancy 
firms believe such 
hearings are less 
likely 

on the accountancy firms to 
add its own rider on the 
mergers. It, too, may call for 
new safeguards in the post- 
merger world. 

If Mr Klein’s department 
allows the mergers in the 
anticipated time frame of 
three weeks, the firms will 
have the dubious advantage 
of arriving In Brussels with 
a US deal behind than. It ' 
may be better for them if Mr 
Klein delays a decision in 
order not to second guess 
Brussels. 

But there is little chance 
that Washington and Brus- 
sels will be at odds over the 
issues - even if they come to 
different conclusions. Hav- 
ing learnt from mistakes, 
both have appeared keen to 
co-operate and swap ideas 
from the start 
In Brussels it is stHl early 
days for the merger propos- 
als. 


The presumption when the 
deals were announced was 
that Brussels would come up 
with a “yes-buf decision on 
both - indicating exactly 
what the firms would have 
to do to appease concerns 
about auditor independence 
and lack of competition. 


R eservations were 
expected to include 
regulated audit mar- 
ket share, separation of 
audit and consultancy provi- 
sion, a nd restrictions on sup- 
plying non-audit services to 
aHdit clients. It was also 
suggested the European 
C ommissi on take over 
regulation of the profession 
- or ask national govern- 
ments to take it over - in 
return for allowing the 
mergers. 

There is some anxiety 
among the firms that such 
reservations would be . 
Impractical and the competi- 
tion authorities will limit 
themselves to a straight 
“yes" or “no". 

The mergers are beginning 
to attract more interest in 
Europe - for mare than in 
the US, and influential bod- 
ies such as the UK’s Finan- 
cial Services Authority have 
voiced concerns. Brussels is 
also realising that the influ- 
ence of the big firms has 
been underestimated, partic- 
ularly their involvement in 
providing services through 
associated law .firms. Mean- 
while. the mergers have 
caused competition worries 
In certain specific markets. ' 
especially the UK’s top; com- 
pany audits. 

There Is a chance that the 
two applications -will ; . be- 

treated differently:. Coopers 
and PW plan' an. integrated 
global merger based ozz 
shared economic i ntere st 
between partners. KPMG 
and Ernst & Young appear 
to be planning to merge 
international •umbrella 
organisations and. merge 
firms within each national 
area. They still have to 
secure partner backing for 
the idea outside the US. 

It may be - that Brussels 
will judge the second plan 
does not need, its approval, 
and pass the decision back 
to national regulators. But 
both merger camps still 
expect a full second phase., 
inquiry ' and are confident . . 
they can argue their case.- 
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COMPANIES AND FINANCE: ASIA-PACIFIC 


Sino Land rejects talk of debt crisis 


By Johft RWtfiiig in Hong Kong \ 

Sino . Land, tie Hong Kong 
jproperty • developer, yesterday 
moved to quash specidatioD that it 
■faced financial difficulty 'after its 
shares plunged in trading In the 
territory and in London. - - 
■ The company strongly rejected 
rumours that it had missed a pay- 
ment on' a debt' obligation. “The 
directors wish to state categori- 
cally that there is absolutely no 
grounds' to. such rumours." the 
company said last night It added 
that a statement would be issued 
to the stock, exchange today. 

■ investor anxiety was reflected in 


the company's shares, which fell 
almost 3.4 per cent In Hong Kong 
and then dived more than 20 per 
cent in London after the territory's 
stock market closed. The fall In 
shares in the company, a large 
developer and a member of the 
benchmark Hang Seng index, 
dragged down the broader market 
in Hong Kong shares. Yields on the 
company's benchmark convertible 
bonds due in 2002 soared to 40 per 
cent as investors sold their hold- 
ings. The yield was under 20 per 
cent a week ago. 

"Sino Land is seen as one of the 
more vulnerable developers to the 
downturn in the property sector 


and the sharp rise in interest 
rates." said a property analyst at a 
European investment bank in 
Hang Kong. 

The sharp fall in the company’s 
shares underlined the fragile state 
of confidence in Hong Kong’s 
financial markets following the col- 
lapse of Peregrine Investment 
Holdings, the territory's largest 
investment bank. Property and 
finance are the main pillars of the 
Hong Kong economy, which has 
been increasingly hit by the 
regional economic crisis. 

Sino Land said total debt-to- 
equity ratio was about 26 per cent 
at the end of December, cash flow 


was positive and short-term loans 
were not great. '"This week we will 
be receiving more than HK$2bn 
<l7S$258mJ in proceeds from the 
sale of our projects," the company 
said. "Our working capital needs 
are not really too big. HKS200m to 
HK$300m,” a spokesman told news 
agencies. 

Property analysts said cash flow 
at the group hinged on the balance 
of payments for the Group's Grand 
Dynasty project at Taipo. in the 
New Territories. 

• Great Eagle Holdings, the 
Hong Kong property developer, 
yesterday posted a 13 per cent rise 
in net profits for the year to Sep- . 


t ember 30 1997, writes Louise 
Lucas in Hong Kong. However, 
while profits rose to HK$l.l9bn 
from HKfi.Qobn, the group is cut- 
ting the dividend from 60.5 cents to 
43 cents. 

Mr K. S. Lo. deputy chairman 
and managing director, said the 
engine for growth was a strong 
contribution from the group's over- 
seas hotels. 

Weaker performances came from 
Hong KoDg hotels, hit by the down- 
turn in tourism since July. 

Earnings per share for the year 
increased 12.6 per cent, from 
HKS2J30 in the previous financial 
year to HKS2.59 last year. 
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trade in India 


N ew measures to 
kick-start trading in 
paperless shares 
take effect in India today, 
amid fears they will cause a 
short-term liquidity crunch 
in the market. 

The new rules prohibit 
institutional investors from 
selling paper shares in eight 
of India's most widely traded 
securities - including State 
Bank of India, Reliance 
Industries and Tata Iron and 
SteeL Institutions will only 
be able to sell these shares 
in electronic form, although 
they will be able to buy 
them in either the paper or 
the paperless market . 

All trades in paperless 
shares will also in future be 
settled on a rolling basis five 
days after the trade is exe- 
cuted, rather than at the end 
of the weekly trading cycle. 

Most investors say the 
advent of paperless shares is 
positive. "When Egypt set up 
a depositary, money flowed 
in from investors who would 
not otherwise have taken the 
trouble to invest," said Fer- 
gus Fleming, a managing 
director ar HSBC. - 
But there are fears, that 
not enough shares have yet 
been converted to paperless 
shares to prdv^de a liquid 
markeUThjs should rpak^ifc 
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% of company's stock converted to electronic shares 


MIM moves to 
stem share slide 


difficult lor institutions to 
sell their shares, in turn 
making them less active 
buyers in the paper market. 

“It is going to be a mess," 
said one chief investment 
officer based in Bombay. 
"They have compartmental- 
ised file market into two sep- 
arate markets." He said the 
result would be a big 
increase in volatility and 
could result in two prices for 
a single stock, in paper and 
paperless form. 

More than lbn shares have 
already been converted from 
paper to electronic record, 
but this is still a fraction of 
India's shares in issue. Less 
than 1 per cent of shares in 
Bank of India have have 
been converted; even this 
stock is included among the 
shares which institutions 
must sell in paperless form. 

Chandrashekar Bhave, 
managing director of the 
National Securities Deposi- 
tary. said institutions had 
been slow to move to paper- 
less shares although they 
' had been given three months 
warning of today's deadline. 
“They wanted to wait to the 
last minute.” he said. 

Most were reluctant to 
convert their shares while 
trading on. the- paperless 
'market negligible. 
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Others did not want to tie up 
their shares in a 15-day con- 
version process while mar- 
kets were volatile. 

Mr Bhave said that as a 
result “the market will suf- 
fer [a lack of liquidity] for 10 
or 15 days while it comes to 
terms with the new para- 
digm." But he said institu- 
tions will start converting 
shares they can no longer 
sell in paper form with ear- 
nest from today. "We will 
see movement after two or 
three weeks ” he said. 

'Hie depositary has sched- 
uled a review for February 
and it hopes paperless trad- 
ing will dominate “within a 
year or a year-and-a-half". 

SebL India's financial reg- 
ulator, will also study prog- 
ress carefully. It plans to 
expand the list of shares 
which institutions will be 
forced, to seO in the paper- 


less market to 100 by the end 
of 1998. Liquidity could 
remain a problem if local 
speculators and private 
investors - who account for 
70 per cent of turnover on 
India's stock markets - do 
not move to paperless shares 
en masse. 

India’s stock market 
authorities are prepared to 
tough it out in the mean- 
while. “If it means a few 
days or even weeks of dis- 
ruption it is worth it," said 
Ramchandra Patil. manag- 
ing director of the National 
Stock Exchange. He said 
paperless shares ensure a 
“very clean market" and 
sharply reduce settlement 
risk. In the long run, he said, 
“tremendous liquidity will 
develop** as the cost of buy- 
ing and selling shares falls. 


Krishna Gufaa 


By Gwen Robinson 
in Sydney 

MIM Holdings, the troubled 
Australian base metals com- 
pany. moved yesterday to 
allay concerns about its tum- 
bling share price, blaming 
Asia's economic turmoil and 
falling copper and zinc 
prices. 

Australia's resources sec- 
tor has been hit hard by the 
recent plunge in Aslan mar- 
kets and the weakening out- 
look for exports. But ana- 
lysts said MIM's external 
problems were compounded 
by internal factors, including 
rumours of an i mmin ent 
management shake-up. a 
forthcoming rights issue and 
' a potential takeover bid. 

Shares in the Queensland- 
based mining company 
plunged to a near 20-year 
low of 73 cents on Tuesday, 
before recovering yesterday 
to 78 cents. MIM's share 
price began sliding last 
month after the company’s 
ill-fated initiative to show 
analysts its Alumbrera cop- 
per-gold project in Argen- 
tina. 

The tour led to negative 
reports by leading Austra- 
lian and international bro- 
kers, warning of cost over- 
runs and commissioning 
problems facing the 
USSl^bn project, which is 50 
per cent owned by MIM, 25 
per cent by North and 25 per 
cent by Canada's Rio Algom. 

MIM yesterday admitted 


Questions oyer run-up to 
the collapse of Peregrine 


By Lmitee Lucas In Hong Kong 

As Uquktators. yesterday began the 
process of utiudnding Peregrine, the 
failed Asian investment bank, ques- 
tions remained in the financial com- 
. munlty about events in the run-up to 
the-coBapse. - ■* . 

Several senior financial -industry 
executives pointed to a recent share 
buy-back programme and the release, 
of results intended to quash specula- 
tion ' about the group's financial 
. health. - Questions are now being 
. asked over- whether there was ade- 
quate disclosure of the situation. 

■peregrine, like a number of Hong 
Kong campanfes, began buylnghack 
stares' during' the October slump oh 
the stock market. However, K was 
still buying back shares after many 
of the other companies had stopped, 
before the announcement that Zur- 
ich Group was to make a substantial 
tavestiuenL/.:-' 

' The Swiss finan cial - services group 
■ announced in November it. planned 
to jay.IJSSatfOm for -a 24 per cent 
. stake' in ' Peregrine. That - deal fell 
apart, after, the revelation that Pere- 
grine had an. exposure' of, according 
to the - Jakarta stock exchange. 
TJSJfflOm to Steady Safe, an Indone- 
sian taxi, and bos company linked to - 
the Suharto fainUy. 

However, Peregrine's share price 


Philip Tose, founder and erstwhile 
chairman of Peregrine, yesterday 
said he did not intend to criticise 
the US bank which baulked at pro- 
viding a $60ra bridging loan, 
thereby prompting Zorich to walk 
away. He said there was no legal 
obligation tar promise for it to make 
the loan. On Tuesday Mr Tose attri- 
buted the collapse of Peregrine to 
the failure of a US bank to make 
available short-term funding of 
$60m, after previously agreeing to 
extend the toan, 

began rising after the Zurich Group 
deal: was .announced, before falling 
rapidly ahead of its demise. 

The Securities' and Futures Com- 
mission, the industryregulator, 
could not comment on whether or 
not it ' was investigating trading In 
Peregrine stock. . .: 

Separately,, the SFC has said that 
it is continuing to monitor closely 
the. operations of Peregrine arms 
under its jurisdiction, including the 
brokerage ' and fund management 
aside.; , ■ 

Concerns are also being raised 
over disclosure of the Steady Safe 
deal and other exposures. Mark Mob- 
ins, .who .heads Templeton's emerg- 
ing markets fund . - which at one 
point bad a 5 per cent stake in Pere- 


grine - said it was something the 
group would be looking into. How- 
ever, he said the possibility of 
launching a legal suit if disclosure 
was found to have been insufficient 
was unlikely. 

“We have a case in Brazil like this 
where after almost one year we have 
not been able to get satisfaction. 
Hong Kong is not Brazil, it's a lot 
better in that respect but it is not in 
doubt that obviously disclosure is a 
problem here." 

Meanwhile, the search continued i 
for buyers for the viable parts of, 
Peregrine. A number of names have , 
been mentioned in connection with 
the US$50m fund management arm. ' 
Regent Pacific, the Hong Kong-listed 
fund manager, has said it would be 
interested. 

Trading In commercial paper 
issued by Peregrine appeared to be 
unaffected by the collapse. Yester- 
day Standard & Poor’s, the US credit 
rating agency, affirmed its rating on 
two commercial paper programmes 
issued by Peregrine for US$152-5m 
and US$110m. 

Standard & Poor’s said the rating 
is based on credit support in the 
form of two letters of credit from 
Credit Suisse First Boston, the 
Swiss-US bank. 

Perils of pioneers. Page 12 


DBS Bank 
buys 60 % 
of BSA 

By Justin Marozzf in Manila 

The Development Bank of Singapore 
(DBS Bank) yesterday acquired a 60 
per cent stake In Bank of Southeast 
Asia (BSA). a small Philippine 
commercial hank. 

Analysts said the move 
represented the start of 
consolidation in the local banking 
industry. 

DBS Bank, one of south-east 
Asia’s biggest, purchased tbe 
majority stake for l.Tbn pesos 
($39m). 

“DBS Bank's investment will 
greatly boost BSA’s capital and 
resources, which will enable it to 
make significant headway in 
information technology, product 
innovation and market reach." said 
Luke Roxas, a BSA director. 

The acquisition, which requires 
approval from the Philippine 
central bank, comes amid 
increasing pressure on smaller 
banks. 

It follows recent acquisitions of 
Philippine banks by Keppel Bank of 
Singapore and Malaysia's May bank. 

Analysts said the Asian currency 
crisis was likely to trigger 
consolidation in the overpopulated 
banking sector, particularly because 
of the attractive valuations brought 
on by the currency collapse. 


Japanese retailers set to 
lower profit forecasts 


By Bethan Hutton in Tokyo 

Sharp declines in consumer 
spending are expected to 
force Japanese department 
stores to lower their profit 
forecasts over the coming 
weeks, .as - the extent of the 
retail slump becomes clear. 

Unofficial figures this 
week from Takashimaya, an 
Osaka department store 
operator, show that fhH-year 
pre-tax profits may drop 
about 12 per cent to Yi4bn 
($106mX and operating prof- 
its 21' per cent to Y20bn. • 

Takashimaya had already 
predicted lower profits for 
this year, but the worsening 
consumer climate over the 
three months since interim 
results woe released means 
that even the lower expecta- 
tions. will not be met. other 
department store chains are 
fo- a. similar -position. 

The latest .figures lor 


department store sales show 
a drop of 5.6 per cent in 
Tokyo in November, the 
eighth consecutive fall The 
year-end is traditionally the 
strongest season for retail- 
ers, but December figures 
are now expected to show 
another substantial drop. 

Consumer spending had 
already been weakened by 
the consumption tax 
increase in April last year, 
but as corporate bankrupt- 
cies reached record levels, 
fears over job security added 
to consumer caution. 

The November household 
spending survey, released 
this week, showed spending 
down 2.1 per cent in real 
terms, and gave one hint of 
what consumers are doing 
with their money: the 
savings ratio increased to 
the highest level in more 
than three years. 

Ken Egusa, retail analyst 


at UBS Securities in Tokyo, 
said many of Japan's depart- 
ment stores also face diffi- 
culties arising from over-di- 
versification, particularly 
into property and golf course 
development Takashimaya 
is expected to post extraordi- 
nary losses of about Yllbn, 
mainly relating to bad-debt 
reserves. 

Rapid expansion of depart- 
ment store floor space and 
store openings over the past 
12-18 months have also led to 
heavy competition in a flat 
or declining market 

Takashimaya’s Shinjuku 
store, the centrepiece of the 
Tokyo’s Times Square devel- 
opment opened in 1996 and 
was an immediate hit but 
its recent performance has 
been disappointing. Unoffi- 
cial figures show sales at the 
store down 20 per cent year- 
on-year in the October to 
December period. 


that the fall in base-metal 
prices would drag on profits 
and revenues, but said the 
Alumbrera project had been 
the victim of "confused 
reporting". The company 
reiterated that Alumbrera 
would produce an annual 
average of 180.000 tonnes of 
copper and 640,000 ounces of 
gold over 20 years, with 
hi gher-tha n-average produc- 
tion in the early years. 

Analysts said the MIM 
statement helped to drive up 
its share price temporarily, 
mainl y because of the previ- 
ous day's steep plunge and 
an increase in overnight 
metal prices. But the state- 
ment contained "nothing 
new" and was unlikely to lift 
MIM’s share price in the lon- 
ger term, said one analyst. 
However, the market had 
probably overreacted to con- 
cerns, he added. 


Share price relative to the 
Afl Ordinaries 
110 : 
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ASIA-PACIFIC NEWS DIGEST 

Sega to cut 25% 
of US staff 


Sega, tbe Japanese video games maker. Is to cut a quarter 
of its staff at its US unit in an attempt to lower costs, as 
sales of the company's current video gamps machine were 
not as strong as hoped. 

The Saturn. Sega’s 64-bit machine, has lagged behind its 
competitors In both the US and Japanese markets largely 
because of a lack of attractive software. Some 5.6m Saturn 
units have been sold in Japan, compared with more than 
10m units of the competing Sony machine, the PlaySta- 
tion. hi the US, Sega bas sold 1.8m units, compared with 
PlayStations 's 6.4m units. 

The company, which recently named its new president, 
plans to launch a new games console next year in the US 
in an attempt to fight back in the market 

Michiyo Nakamoto , Tokyo 


Baht collapse hits Thai group 

Thailand's state-owned Petroleum Authority of Thailand 
(PTO said yesterday it lost Bt2bn (S36m) in 1997 because 
of tbe depreciation of tbe country's currency. However, an 
operating profit of Btl3bn was 70 per cent up on the year 
before. Sales increased 41 per cent to Bt230bn and assets 
rose 27 per cent to Btirftm. 

The company said that since the devaluation of the 
baht in July it had maintained the lowest retail price of 
any oil company in Thailand, absorbing increased costs of 
Btlbn. Ted Bardacke. Bangkok 

■ BANK OF CHINA 

Profits halved in year 

Bank of China, China's "foreign currency" bank, saw Its 
profits halved last year and blamed south-east Asia's 
finan cial crisis. Pre-tax profits slumped 48 per cent in 1997 
to Yn6.03bn (S726.5mn) compared with Ynll.Sbn in 1996. 
The result is a clear sign that C hina is not immune to the 
region's financial tunnoiL 
Bank of China attributed the profits slump to the 
"financial crisis sweeping south-east Asian countries 
which had reduced the profits of the bank’s regional affili- 
ates”. Interest rate cuts which had resulted in narrower 
margins on lending had also helped to shrink profits, the 
bank said. Tony Walker, Beijing 

■ SOFTWARE 

Fujitsu buys supplier 

Fujitsu is strengthening its software and services busi- 
ness in Europe by taking direct control of Team WARE, a 
leading supplier of collaborative PC software which was 
previously a joint venture between ICL, the UK IT soft- 
ware and services group, and Fujitsu. 

The move by Fujitsu represents an attempt by the Japa- 
nese high-tech company to strengthen its global software 
business. TeamWARE, which provides software that 
enables people to work together through their PCs, was 
previously under the control of ICL, a subsidiary of 
Fujitsu. Michiyo Nakamoto 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
mternalionaLcompamesiqfLcom 
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BancAmer ca 
ROBERTSON STEPHENS 

is pleased to announce the 
following promotions in Europe: 


Senior Management 


Stephen Schweich 


Lars-Christian Brask 


Institutional Sales 

Wendy Fitzsimmons 


Managing Director, 

BancAmerica Robertson Stephens, 
has been appointed 
Managing Director of 
European Operations. 

Managing Director, 

BancAmerica Robertson Stephens, 
has been appointed 
Director of 

European Capital Markets. 


Principal 


investment Banking 

Peter Hoffmann-Fischer Vice President 
Rory O'Sullivan Vice President 

David Puteifer Senior Associate 


Operations 

Garth Gascoigne 

Equity Research 

Nick Woolf 


Vice President 


Vice President 


BA ROBERTSON STEPHENS 
International Limited 

105 Piccadilly, London W1V 9FN 
Tel: (+44) 171 518 7000 

San Francisco • Naw York • London ■ Boston • Chicago ■ Palo Alto • Tokyo • let Aviv 


Bepuiaied By the SFA 


>§ 1$S6 BankAmerica Corporation 
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COMPANIES AND FINANCE: UK 


Share price jumps as Dr Pepper/Seven Up seals soft drinks bottling and distribution deal 

Cadbury secures Coca-Cola agreement 


By Richard Tomkins in New 
York and David Blackwell in 
London 

Shares in Cadbury 
Schweppes, the UK soft 
drinks and confectionery 
company, jumped 52'/=p to 
685p after its US soft drinks 
arm. Dr Pepper/Seven Up. 
secured a new bottling and 
distribution agreement with 
Coca-Cola Enterprises. 

Coca-Cola Enterprises, the 
biggest soft drinks bottler in 
the US, is to continue to 
make and distribute Dr Pep- 


per branded d rinks until at 
least the end of 2005, extend- 
ing the existing contract by 
five years. Although Dr Pep- 
per/Seven Up is the third 
largest US soft d rinks com- 
pany, it has no bottling or 
distribution capacity of its 
own. Its products are made 
and sold by Coca-Cola or 
Pepsi -Co la bottlers or inde- 
pendent bottling companies. 

Analysts welcomed the 
news on an issue that has 
dogged the share price for 
the last IS months. The City 
had feared that either Coca- 


Cola or PepsiCo might ditch 
Dr Pepper, Cadbury's lead- 
ing brand in the US. 

"The news scotches one of 
the bears’ strongest suits in 
London," said David Lang of 
Henderson Crosthwalte. 
Another described it as "a 
very public vote of confi- 
dence by Coca-Cola in the Dr 
Pepper brand and Cadbury 
as a working partner." 

However, another was sur- 
prised at the extent of the 
share price rise. “The agree- 
ment only covers 10 per cent 
of the group's soft drink vol- 


umes in the US.” Coca-Cola 
Enterprises is a separately 
quoted company 45 per 
owned by Coca-Cola. 

It distributes about 20 per 
cent of Dr Pepper branded 
drinks and about 12 per cent 
of Dr Pepper/Seven Up's 
total output 

It will continue making 
and selling certain other Dr 
Pepper/Seven Up branded 
drinks, including Schweppes, 
Canada Dry and Squirt, until 
at least the end of 2001, 
extending the existing con- 
tract by three years. 


BA and Lot in partnership 


By Michael Skapinker 

British Airways and Lot 
Polish Airlines are expected 
today to announce a partner- 
ship as pari of the UK carri- 
er's drive to compete with 
the six-airline Star Alliance. 

Lot already has links with 
American Airlines, with 
which BA is attempting to 
establish an alliance. Regula- 
tors in Brussels and Wash- 
ington are expected to 
announce next month 
whether they are prepared to 
allow the BA- American 
tie-up to go ahead. 

BA will today unveil 
details of its links with Lot 
in Warsaw. The partnership 
is likely to include “code 
sharing" on some routes. 
Code sharing allows airlines 
to sell seats on each other's 
flights. Lot is regarded as 


Link-up is in response to Star Alliance, 
the six-airline carrier launched last year 


one of the most successful of 
the former Soviet bloc air- 
lines and has replaced its 
Russian aircraft with an all- 
western fleet 

BA has become concerned 
about the strength of Star 
Alliance, which is made up 
of Lufthansa of Germany. 
United Airlines of the US, 
Scandinavian Airlines Sys- 
tem. Air Canada, Thai Air- 
lines and Varig of Brazil. 
Star Alliance is able to offer 
flights to destinations world- 
wide and BA executives say 
they have lost some corpo- 
rate customers to It. 

BA and American have 
complained that Star Alli- 
ance, which was launched 
last year, has been allowed 
to operate even though it 


has yet to win regulatory 
clearance from the European 
Commission. By contrast, 
BA and American, which 
first launched their planned 
alliance more than 16 
months ago, have not been 
allowed to begin co-operat- 
ing. The two airlines plan to 
co-ordinate the flight sched- 
ules, pricing and marketing 
and to share revenues on 
their transatlantic routes. 

Brussels is investigating 
Star Alliance but has said it 
is powerless to stop it from 
operating because several 
members of the grouping 
have won anti-trust immu- 
nity from the US authorities. 

Lot's links with American 
began in 1996 when the two 
airlines began code sharing 


Hercules bid for Allied cleared 


By Roger Taylor 

The loll in the £l.lbn ($i.79bn) battle 
for control of Allied Colloids, the UK 
chemicals company, ended yesterday 
when Margaret Becket, the trade and 
industry secretary, refused to inter- 
vene in the hostile bid by Hercules, the 
Delaware-based chemicals group. 

Allied Colloids has two days to issue 
its final defence document. The bid 
timetable was put on hold two weeks 
ago pending a decision from the com- 
petition authorities. 

Hercules was quick to rejoin the bat- 
tle yesterday after issuing a strongly 


worded attack on Allied Colloids' man - 
agemenL It criticised the record of the 
company’s US division, which was run 
by David Farrar before he became 
chief executive in 1994. 

"Allied Colloids may try to present 
its top management as being new,” 
Hercules' statement read, "bat David 
Farrar has been a director since 1990 
and ran the North American 
operations from 1991 to 1995. Hercules 
believes that Allied Colloids’ record, 
particularly In the US, is uninspiring.” 

Allied Colloids did not respond yes- 
terday. It is understood to be saving 
its fire for tomorrow, when it is expec- 



ted to reinforce the points made in its 
earlier defence document Mr Farrar 
has said that the 155p a share offer 
undervalues Allied Colloids and the 
management was taking the necessary 
steps to improve profitability. 

Hercules launched its cash bid in 
November. The shares have traded at 
more than 165p since the offer was 
made, reflecting the belief that Hercu- 
les will raise its bid. However, Hercu- 
les has said that at 14 JR times prospec- 
tive earnings before interest and tax, 
the offer is higher than most other 
recent takeovers in the sector. 

Allied Colloids shares fell lp to I67p. 
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NOTICE is hereby given that a 
Petition presented to the High 
Court of Ireland on die 12th 
day of January 1998 seeking 
the Coon's approval for 

1. A reduction of the authorised 
share capital of Seafield pic 
from ER£2 1,500,000 to 
IRf4.300.OOQ and a reduction 
of die issued share capital of 
Seafield Pic from 
IR£ 1 6.553,037.75 

to IR£3,3 10,607 J5; and 

2. A reduction of the share 
premium account of Seafield 
pic by an amount of 
ER£74.725, 03525; 

which reductions do not 
involve either the diminution of 
any liability in respect of 
unpaid capital or the repayment 
to any shareholder of any paid 
up capital, is directed to be 
heard before die High Court of 
Ireland on Monday the 26lh 
day of January 1998. 

Dated this \4th day of January 
1998 

Dockrell Farrell 
Solicitors for Seafield Pic 
51/52 Fhzwilliam Square 
Dublin 2 
Ref: FMCM/TW 

NOTE: Any person who 
intends to appear at the hearing 
of said Petition must serve or 
send by post to Dockrell 
Farrell, Solicitors at tbe above 
address notice in writing of bis 
intention so to do. The notice 
must state the name and 
address of tbe person, or if a 
firm, tbe name and address of 
the firm, must be signed by the 
person or firm, or his or their 
Solicitor (if any) and must be 
served, or, if posted must be 
sear by post in sufficient time 
to reach Dockrell Farrell 
Solicitors, (quoting the 
reference FMCM/TW) not later 
than 5.00pm on tbe afternoon 
of Friday the 23rd day of 
January 1998. 


The 7-Up brand is not 
included because it Is not 
distributed by Coca-Cola 
Enterprises. 

Although the deal pro- 
vides Dr Pepper/Seven Up 
with an important outlet far 
its products, it comes when 
the company is thought to 
be tiring to buy one or mare 
independent US bottling 
compani es as part of a plan 
to build up its own distribu- 
tion network. 

Under the present arrange- 
ment, Dr Pepper/Seven Up is 
at a disadvantage in the US 


on flights from Warsaw to 
Los Angeles and Miami 

Lot would be the second 
potential partner that BA 
and American have in com- 
mon. Both BA and American 
are talking to Iberia about 
taking minority stakes in 
the Spanish carrier when it 
is privatised. 

BA is also attempting to 
strengthen its position in 
continental Europe to take 
advantage of the liberalisa- 
tion of the European avia- 
tion market BA has subsid- 
iaries in France and in 
Germany, where Deutsche 
BA has been competing with 
Lufthansa. 

However, BA is weaker 
than Lufthansa in Poland 
and its link with Lot is 
an attempt to counter the 
strength of its German 
rivaL 


Quebecor move 
on Watmoughs 
faces delay 



Anmr In the Fknmdai Time* 
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For farther ta fo tmu U on. 

or to nfwftfcM la this saetfcw, 
pises* contact 

Marion Weddflrfwm 

+44 0171873 4874 


By Andrew 
Edgecfiffe-Joftnson 

The UK's Takeover Panel 
yesterday stopped the clock 
on Quebecor's hostile £l88m 
(5303m) bid for Watmoughs, 
the UK printer, to allow 
more time to decide on 
whether the deal should be 
refered to the Monopolies 
and Mergers Commission. 

The delay came as the 
Canadian bidder stepped up 
the war of words by warning 
shareholders that its target’s 
profit margins and contracts 
were "under threat”. 

Watmoughs shonld nor- 
mally have published all the 
significant information in its 
defence by this Friday - day 
39 of the hid. This deadline 
has been extended until two 
days after the announce- 
ment on whether the bid win 
be referred, which is expec- 
ted in about 10 days. 

Watmoughs, which said it 
had made no submission to 
regulators, is expected then 
to provide an estimate of its 
1997 profits. 

Charles Cavell, Quebecor's 
president and chief operat- 
ing officer, predicted that its 


target would “put every- 
thing into” the profit esti- 
mate, but "the real issue” 
was its future performance. 

He said Watmoughs' 1997 
interim results showed a 
gala* fan in six of its eight 
market sectors, although 
Watmoughs countered that 
four of the sectors accounted 
for just 17 per cent of its 
turnover. 

The two sides dashed over 
Quebecor's claim that Wat- 
mmrgfa; harf lost certain con- 
tracts, and its query about 
the terms on which a News 
International contract was 
renegotiated last year. 

It also emerged that Wat- 
moughs no longer prints the 
catalogue far Ikea, the Swed- { 
ish-based furniture group. 
Watmoughs said it had 
“helped out” by printing 2m 
of the 8m catalogues last 
year, but not under contract 

Sir Derek Birkin, Wat- 
moughs chairman, said: 
"They continue to behave 
like an untrained machine 
gun, spraying bullets which 
are not hitting any targets 
except on tbe numerous 
occasions when they shoot 
themselves in the foot.” 


HIT wins rights 
to comic classics 


By Cathy Newman 

HIT Entertainment, the 
children's television rights 
owner and distributor, has 
secured global distribution 
rights to three classic Ameri- 
can cartoon characters. 

HIT has paid about 
$500,000 to remake and dis- 
tribute cartoons of Basso the 
Clown and Laurel & Hardy. 

Bozo Is described in tbe US 
as an “icon", but that does 
not prevent politicians from 
taking his name In vain. In 
1996, Bob Dole vowed to kick 
“Bozo” - President Bill Clin- 
ton - out of the White 
House, and four years ear- 
lier, President George Bush 
dubbed Mr Clinton and A1 
Gore as “two Bozos". 

Bozo was created In the 
1950s by Larry Harmon, who 
still holds the character 
rights. The Bozo Show is 
seen in about 50m US homes 
each day. 


Peter Orton, managing 
director of HIT, said: “It’s 
most unusual for a US com- 
pany to allow a European 
company to have the rights 
in the US as well as interna- 
tionally He added that HIT, 
which is capitalised at £65m 
($!06m), had pitched against 
“all the major US studios" 
for the rights. HIT is to cre- 
ate 62 half-hour episodes of 
Laurel & Hardy arid Bozo the 
Clown. 

Through tbe deal, HIT Is 
to take a 35 per cent share of 
sales, which are expected to 
reach more than $6m in five 
years. The rights will be 
automatically renewed If 
HIT achieves certain targets. 

The move signals HIT'S 
determination to expand in 
the US. Mr Orton will make 

presentations to the big US 
publishing houses In the 
next month, with the aim of 
securing rights to classic 
book-based characters. 


LEX COMMENT 



because Coca-Cola and 
Pepsi -Cola bottlers, which 
distribute about 56 per cent 
of its output, encourage 
their customers to buy Coke 
and Pepsi products rather 
than Dr Peppex/Sevun Up’s. 

Speculation about possible 
acquisitions by Dr Pep- 
per/Seven Up has focused on 
two large mid-western bot- 
tlers that already bottle the 
company's products: Bever- 
age America, based in Hol- 
land, Michigan, and Select 
Beverages, based in Darien, 
Dlinois. 


So Dixons has become the r 2, 

first heavyweight retailer >•«. a’U : . u 

to fan foul of Christinas, ^ 

producing an ugly trading 

statement. With fun-year o ' 

earnings forecasts -being -■>/ * re-'' 
cut bade about 10 per cent, v v 

a similar fall ..in the share 1 
jaice seems only- appropri- v.. 

ate. But "dooms tors who ■ im o -i r - " 
believe the company has ' - ' . 

gone ex-growth ore over " 

egging the pudding That '■tfrit; 1 X ' 
requires the gloomy view 

that personal computers r - 

one of the big ticket areas L 
to slow sharply ahead of 
Christmas - have become- 

just awntT-iw mature white- -• 

goods market But with product life-cycles still much 
shorter, penetration levels still only half those in the. 
TTS. that, sppms Implau sible. 5 • 

The pr pfanatimi for Dixons’ woes is probably more 
prosaic. First, contrary to expectations,- the windfall, 
spending of last summer clearly cannaballsed ' Christinas' 
sales, especially In the semi-durables area. Second, the 
huge shift to post-Christmas purchases - the company's 
best ever week came after Christmas — clearly -had tui 
impact. And five rises in interest rates had the effect the 
Rank of England desired. • 

Taking a longer view, Dixons’ strategy con t inues, to 
deliver market share gains, without diluting margins. 
Coupled with solid management and a good balance of 
businesses, a forward earnings multiple of about 15 times 
19% earning s represents good value. But with demanding 
comparatives ahead, and consumers perhaps facing fur- 
ther interest rate increases, investors should feel in n6 
hurry to buy the shares. 


Christmas sales 
down at Dixons 
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By Peggy HoWnger 

Dixons yesterday revealed 
itself as the first serious vic- 
tim of a chang e in consum- 
ers’ Christmas spending pat- 
terns, unveiling a sharp fall 
in recent trading that 
knocked 10 per cent off its 
shares. 

The UK's largest electricals 
retailer said comparable 
sales had fallen by about 6 
or 7 per cent in the immedi- 
ate run-up to Christmas as 
consumers deferred pur- 
chases - particularly of per- 


sonal computers - untfl .the . 
January sales. ’ . 

The group warned that as: 
a result of the 4 per emit 
decline in like-for-like sales 
in the eight weeks to Janu- 
ary 10, annual profitS WOUld 
fall below market expecta- 
tions. although well ahead of 
last year. ; 

Analysts cut this year’s 
profit forecasts from about 
£250m to £215m ($350.5m>. 
Next year's expectations 
were reined in even more, 
from about £275m to £230m. 

The shares fell 58p to 524p. 
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Classic downs: the cartoon Laurel and Hardy and Bozo 
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Shareholders agree " ~ OBITUARY ; J • 

Hambros bank sale I 


By George Graham, 

Banking Editor 

The £300m ($489m) sale of 
Hambros' banking division 
to Socidto G&nferale of 
France could be completed 
by March, following 
approval of the plan yester- 
day by shareholders at an 
extraordinary meeting. 

Although an estimated 150 
shareholders crowded into 
Hambros’ Tower Hill head- 
quarters. directors faced 
only limited questioning on 
the sale, now largely condi- 
tional on approval from 
banking supervisors. 

Hambros has come under 
pressure from a number of 


Institutional investors for its 
performance, but yesterday 
provided an opportunity for 
individual shareholders, 
including many pensioners 
and employees to express 
their views about proposals 
to run down the Hambros 
group. The sale was 
approved on a show of 
hands 

The company said yester- 
day that it was not yet able 
to give further details on 
what will happen to Its 
remaining assets, which 
include controlling stakes in 
Hambro Countrywide, the 
estate agency, and Hambro 
Insurance Sendees, the loss 
adjuster. 


Gareth Evans 

Gareth Evans, a Managing Director of Goldman 
Sachs International, died suddenly on 
23rd December 1997 

Gareth joined the firm in 1994 after five years with 
Rothschild Asset Management and, before that,, 
nine years at the Bank of England where he 
was Deputy Chief Manager of Foreign Exchange^ 
Reserves. At Goldman Sachs he. was Bead :_ 
of Currency Management for Goldman Sacfjs; 
Asset Management with responsibility for - 
managing currency exposure as wen .as running •, 
currency funds. " 

All his colleagues at Goldman . Sachs Wish ‘to v 
express their deepest sorrow at the passing .of 
good friend and to send- heartfeit -syrnpathy to 1 ' 
Gareth's widow. Sara, and their two young sons.-- 















ir’i-u,. 




- - .-.. -nt» 
- :v^>' t - 

v 

-• 

^■^St 


»s sales 
Dixons 





.^.^^^ T *MES_ THURSDAY JANUARY 15 1998 


21 


TECHNOLOGY 


: Clive Cookson examines EU funding proposals 

The fifth element 




uriag the UK's 
six-month presi- 
dency of the 
European Union, 
the main publicity will focus 

on monetary union and 

expansion eastward - two 
issues on which there can be 
no. clear resolution before 
the presidency moves on to 
Austria on July l. 

There is a good chance, 
however, that the future of 
the EU’s science and tech- 
nology activities can be 
decidedl . 

- At stake is the expenditure 
of about Ecu3nbn (£2.4bn) a 
year - 4 per cent of the total 
EU budget ~ oh research 
across a wide, range of fields 
from ' biotechnology to 
nuclear fusion. This is the 
last year of the current 
Fourth Framework Pro- 
gramme of R&D. The- out- 
lines of its successor, Frame- 


gross national product over 
the period. 

. The free-spending Euro- 
pean Parliament wants to 
raise the figure to Ecul6.7bn. 
Some member states, anx- 
ious to hold down public 
spending, will fight to pre- 
vent any increase on 
Bcul3.8bn. But Edith Cres- 
son, the -commissioner 
responsible for research and 
science, says savings on the 
Framework Programme 
would not go back to 
national governments; they 
would go instead into other 
EU . activities which “make 
less contribution to future 
prosperity than research." 

Observers say the even- 
tual compromise could lead 
to a four-year budget any- 
where between Ecul4bn and 
Ecul6ba 

The shape of Framework 
Five looks, at first sight. 


friendly information society; 

• Promoting competitive 

and sustainable growth; and 

• Preserving the ecosystem. 

The three smaller "hori- 
zontal" programmes cover: 
International co-operation; 
innovation and smaller com- 
panies; and developing 
human potential. 

Mrs Cresson says these 
proposals represent a deci- 
sive “break from the past", 
offering a better targetted, 
more flexible and less 
bureaucratic structure- How- 
ever. some observers believe 
the c hang e will be in the 
packaging rather than in the 
content of Framework. 

“The inertial forces are 
very strong," says Margaret 
Sharp, European technology 
policy specialist at Sussex 
University's Science Policy 
Research Unit. “After all the 
debate, it seems likely that 
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work Five, mast be agreed 
before the end -of the UK 
presidency if there is to be a 
smooth transition , with no 
disruption of funding. 

There are two broad ques- 
tions; how much should be. 
spent on the next pro- 
gramme. and' what shape 
should it take?. 

Framework Four had a 
budget of Ecul3.2bn over 
four years. The European 
Comroissaon is proposing to 
spend £toaI6.3bn l on Frame- 
work Five from W90 to 2002,;. 
an . increase, that Reflects 
Europe's forecast growth ffi ' 


quite different to its prede- 
cessor. Framework Four has 
18 separate programmes - 
the table below shows cur- 
rent calls for research pro- 
posals. In contrast .the. com- 
mission's latest plan for 
Framework Five, released 
yesterday, has just seven 
programmes. 

At the heart of Framework 
Five will be four “thematic" 
programmes. Their official 
.descriptions are: . - 

41 Improving-tbe quality of. 

' Jife and the~ mana^meht of 
living resources; 

Creating a user- 


the Fifth Framework Pro- 
gramme will end up by offer- 
ing us very much the same 
menu as before." 

Although the thematic 
programmes sound different 
to their predecessors, they 
contain what the commis- 
sion calls “key actions” and 
proposals to develop generic 
technologies. Between them, 
these seem to cover as wide 
a field as Framework Four 
did through its 18 pro- 
grammes. * 

, For example - the first 
theme, which spans the life 
sciences, contains the follow- 


ing key actions: the ageing 
population; health, food and 
environmental factors; con- 
trol of viral and other infec- 
tious diseases; the “cell fac- 
tory"; and integrated 
development of rural and 
coastal areas, la addition, a 
vast range of generic 
research is covered, from 
genetics to bioethics. 

Comprehensive coverage 
may be inevitable, given that 
the EU has built up a huge 
constituency for Framework 
funding. During 1996, the 
commission received 24,000 
research proposals and 
agreed to fund 6,000 projects 
with 25.000 academic and 
industrial participants. 

“There are remarkably few 
large firms, research insti- 
tutes or university depart- 
ments across Europe that 
have not been Involved in 
one of the collaborative pro- 
grammes funded by the EU.” 
says Mrs Sharp. 

Besides Framework's fund- 
ing and content, another 
issue is its management, 
which has been criticised for 
being slow, bureaucratic and 
over-centralised. 

Philip Wright, senior tech- 
nology policy adviser af the 
Confederation of British 
Industry, says: “Our biggest 
concern of all Is to improve 
the way the programme Is 
managed." The c ommissio n 
should be able to turn round 
research proposals within 
six weeks, he says; at pres- 
ent funding decisions often 
take six months or more to 
reach. 

The next key step in for- 
mulating Framework Five 
will be the meeting of the 
EU science and .technology 
ministers, who make up the 
Research Council on Febru- 
ary 12. 

The UK's John Battle says: 
“It is extremely important 
that the council reaches a 
common position then, and I 
shall be pressing my Euro- 
pean colleagues hard to 
achieve this. The time pres- 
sure is very much on if we 
are to provide an orderly 
progression from the fourth 
to the fifth programme." 

Anyone who wants to fol- 
low the progress of the UK’ 
Research Council presidency 
can do so on its web site. 
umw.cordis.iulukfhome.htmi 
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Worth Watching ■ Vanessa Houlder 


Sense of smell 
nosed out 

Smell is the least 
understood of tbe human 
senses. But biologists at 
Columbia University 
believe they have made a 
breakthrough in 
understanding how the 
sense of smell works. They 
have matched a particular 
smell - that of meat - with 
the proteins in the human 
nose that detect it 

Tbe work builds on the 
discovery in 1991 of 1,000 
proteins that appear to be 
odour receptors. These 
proteins stick out from 
nerve cells inside the nose. 
When they come in contact 
with airborne molecules, 
they set off reactions that 
create a perception of smell 
in the brain. 

Overall, nerve cells are 
capable of recognising 
around 10,000 chemical 


smells, although exactly 
how this is done has yet to 
be unravelled. 

Columbia University; US, 
tel 21285465S0; uxb, 
www.columbia. eduicuiprl 

Small Is 
powerful 

An unusually light and 
compact electrical 
generator has been 
developed on the back of 
research carried out at 
Imperial College in 
London. 

Tbe Turbo Genset 
Company says its 100kg 
generator is capable of 
producing as much power 
as conventional machines 
that weigh as mucb as two 
tons, ft is also more reliable 
than alternatives because 
it bas only one moving 
part. 

It uses an alternator - a 
generator that produces 
alternating current - which 
is capable of operating at 
tbe same speed as a gas 
turbine engineer, alio wing 
tbe power to be harnessed 
directly from the engine 
shaft without the need for a 
heavy reduction gearbox. 

Possible applications 


include standby and 
portable power generation, 
combined heat and power, 
and hybrid vehicles which 
use both combustion 
engineers and batteries. 

Turbo Gensec UK. tel 
W)JSJ 5702946: fax (O)JSJ 570 
5423. 

Lab testing by 
compact disc 

A modified CD player and 
disposable compact discs 
could form the basis of a 
versatile and relatively 
inexpensive medical device 
capable of performing 

virtually all laboratory 
tests simultaneously. 
Gamera Bioscience 
Corporation, tbe 
Massachusetts- based 
system developer of the 
system, expects to bring Its 
LabCD System to the 
market in 1999. 

The user simply places a 
drop of blood, saliva or 
urine in an opening in the 
centre of the disc, which 
contains internal capillaries 
and reagent reservoirs. 
When the disc is spun, the 
samples are moved via 
centrifugal force. The CD 
player then analyses the 


processed fluids, producing 
a quantitative result. 

Camera Bioscience: US, tel 
6l73060S2?;fax 6173080837. 


Easing the eye 

on screen use 

Many people find that long 
hours in front of a 
computer screen strains 
their eyes, One reason is 
that an image on a 
computer screen differs 
markedly from a printed 
image on paper. A black 
character on white paper 
has well-defined borders, 
sharp contrast and a 
consistent density, unlike a 
character formed on a 
computer monitor. 

Researchers at Lewis & 
Clark College in Portland 
have developed a vision 
tester that simulates the 
image on a computer 
monitor. Users who wore 
glasses prescribed using 
this tester were found to 
suffer from less eye strain 
and fewer headaches than 
those wearing glasses 
prescribed in the normal 
way. 

Lewis &■ Clark: US, tel 
50376S7963; e-mail 
kempe \a Iciark. edu 


Power to the African people 


F our hundred homes in 
southern African vil- 
lages now have mains 
power, and thousands more 
will soon be getting it. 
thanks to an old technique 
that bas been reworked by 
the African arm of a UK 
engineering consultancy. 

The technique is single 
wire, earth return (Swer): in 
other words, the power goes 
out along a single wire, 
mounted on simple poles 
with long spans, and then 
uses the earth to return. 

Gibb Africa, part of Sir 
Alexander Gibb and Part- 
ners, has shown that Swer 
can transmit power to small 
users in outlying areas more 
cheaply than conventional 
transmission with three con- 
ductor wires. Eskom. the 
South African power com- 
pany, expects to save about 
£lOm this year by using the 
technique. 

Householders will use the 


same 230-volt lighting and 
appliances as those supplied 
conventionally; but the lines 
that carry power to their 
local transformer will be 
Swer. 

Australia and Brazil have 
used Swer for years to take 
power long distances to out- 
lying farms. Eskom and the 
Botswana Power Corpora- 
tion need to supply custom- 
ers who are closer at hand 
and greater in number, but 
for whom they cannot justify 
a conventional supply. 

Gibb looked at the science 
and showed that Swer could 
take higher currents and 
voltages than those used in 
Australia, and that suitable 
switchgear and other equip- 
ment were available. A Gibb 
system can provide 500kW of 
power, enough for the five 
small villages in the £500.000 
pilot project in Bots- 
wana, now nearly complete. 

In the earth return system. 


a flow of electricity is 
attracted back from tbe 
earthing electrode to the 
source, in the wet ground of 
the UK, the Qow would be so 
direct and strong that it 
would cause heating prob- 
lems. But in the dry ground 
of Africa it is more widely 
dispersed. 

The 19,000 volts of the 
Swer line help overcome one 
of the problems of the tech- 
nique — that of riicHrigiifsih . 
ing the normal return Cow 
of power through the ground 
from the abnormal flow 
when a conductor wire has 
fallen and needs to be 
repaired. The voltage and 
South Africa's insulat ion co- 
ordination standards also 
allow Swer to perform well 
even during li ghtning . 

Gibb has also had to show 
it can protect people and ani- 
mals from high voltages in 
the electrodes, which stretch 
18m into the ground to con- 


nect the system to earth. 

Swer is safer than conven- 
tional systems in one impor- 
tant respect. If a conductor 
wire breaks, the electric sup- 
ply beyond the break is ter- 
minated. 

Botswana, which had to 
change its regulations on the 
ear thing of power systems to 
enable the pilot project to 
ahead, expects to use Swer 
for 60 more villages. 

Eskom, where Gibb has 
trained staff, expects to use 
the technique for more than 
half the 500,000 power con- 
nections It plans for 1998. 

Gibb's work won it the 
Shell Technology Award, in 
the annual business awards 
organised by the educational 
agency, Worldaware. The 
awards were presented in 
London this week by Clare 
Short, the UK's international 
development secretary. 

David Spark 
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INTERNATIONAL CAPITAL MARKETS 


European short-dated bonds hard-hit J 




GOVERNMENT BONDS 


By Simon Davies in London 
and John La bate 
in New York 


Government bond markets 
saw a sharp spell of profit- 
taking yesterday, after a far- 
ther recovery' in Asian stock 
markets. 

Shorter-dated bonds 
throughout Europe were par- 
ticularly hard-bit, as inves- 
tors became concerned that 
interest rate rises could 
move back on to the market 
agenda. 

UK GILTS were in the fir- 
ing line, following the 
release of stronger than 
expected wage figures, 
together with some down- 
beat min utes from the last 
Bank of England monetary 
policy committee meeting. 


The March gilt future fell 
v* to settle at 123ft. 

Kevin Adams, gilts strate- 
gist at Barclays Capital, said 
be thought the labour data 
"probably shifts the balance 
in favour of another interest 
rate hike". 

The short sterling futures 
market fell sharply yester- 
day, with the June contract 
down 0.16, and the short-end 
of the yield curve was hit 
particularly hard- 

Mr Adams pointed out 
that yields on two-year gilts 
had fallen further below 
base rates than at the time 
the UK dropped out of the 
European exchange rate 
mechanism in 1992. Yields 
on two-year gilts rose by 13 
basis points yesterday. 

The labour data showed a 
near 29,000 fall In unemploy- 
ment in December and 


underlying average earnings 
running at 4.75 per cenL 

This was seen as evidence 
of “wage-push Inflation", 
which would weigh heavily 
on MPC minds at the next 
meeting. The spread against 
bunds widened by 2 basis 
points to 108 points. 

GERMAN BUNDS opened 
sharply lower, with the 
March future failing by 0.49 
but recovering much of its 
losses to end the day just 
0.07 lower at 106.42- Volumes 
remained active, with more 
than 231,000 contracts 
traded. 

David Brown, economist at 
Bear Stearns, said: "Ten-year 
bonds have seen a strong 
bounce off very tough resis- 
tance at 5 per cent near- 
term, but it won't be too 
long before this eventually 
fells." 


Nonetheless, bunds were 
not helped by co mm ents 
from Bundesbank council 
members playing down the 
impact of the Asian crisis on 
the Germany economy, and 
therefore the possibility of 
an interest rate cut. 

FRENCH OATs bucked the 
negative trend, with the 
March future settling 0.10 
higher at 103.12, helped by 
the lacklustre opening in US 
equities. However. ITALIAN 
BONOs moved in line with 
bunds. The March contract 
settled down 0.11 at 117.47. 

US TREASURIES rose 
moderately higher in morn- 
ing trading as new retail 
sales figures were released. 
By early afternoon the 
benchmark 30-year Treasury 
bond had gained V* to 105%, 
sending the yield down to 
5.712 per cent 


Among shorter-term issues 
the 10-year note gained % to 
105%. yielding 5.415 per cent 
while the two-year note was 
£ higher at lOOg, yielding 
5.233 per cent. The Federal 
Funds rate was 5J50 per cent 
A morning retail sales 
report had little influence an 
trading. Retail sales in 
December rose 0.7 par cent, 
in line with expectations. • 
“The focus continues to be 
on Asia, with a lot of cross 
currents,” said David Ging, 
market strategist at Donald- 
son, Lufkin & Jenrette in 
New York. "There should be 
a lot of choppy trading for 
the next few weeks as Asia 
continues to drive the mar- 
ket and US domestic data 
takes a back seat.” 

In yesterday’s market 
fresh rumours of possible 
loan defaults in Asia, as well 


as speculation that Latin 
America, and uhfna could be 
influenced by the Asian cur- 
rency crisis, bad created a 
mixed tone. 

Among the recent trends 
analysts are watching is the 
level of yields at the short- 
end of the curve. The Fed- 
eral Funds rate, the bench- 
mark for short-term interest 
rates, continued to range 
above the yields of 
short-term Treasury notes, 
an occurrence usually asso- 
ciated with a tightening of 
interest rates. * 

Meanwhile, debate about 
the Federal Reserve’s next 
move continues to widen. 
Most analysts expect that 
the Open Market Committee 
will keep short-term interest 
rates on hold at its next 
two-day policy meeting 
starting on February 3. 
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sales surge 


By GEian Tett In Tokyo 
and Simon Davies bi London 


Euro-fungible offering 
by Chase Manhattan 


New international bond issues 


INTERNATIONAL BONDS 


By Edward Luce 

and Samer iskandar 


Chase Manhattan opened a 
new sector yesterday with 
the first euro-fungible asset- 
backed security. The seven- 
year offering, split into guil- 
der. D-Mark and French 
franc tranches, was also 
Chase’s first eurobond secur- 
itisation. 

The three tranches will 
merge into a $750m- 
equi valent issue after Euro- 
pean monetary union next 
January. Morgan Stanley, 
joint lead manager with 
Chase, said it received a 
strong response in all three 
markets. 

The D-Mark and guilder 
portions were priced to yield 
33 basis points over their 
respective government 
curves while the French 


tranche offered 32 basis 
points over OATs. 

CREDIT LOCAL DE 

FRANCE launched a two- 
tranche euro-tributary bond, 
in French francs and Italian 
lire. The parallel bonds, how- 
ever, differed slightly from 
similar issues, the two 
tranches having different 
coupons in the first year. 

Almost a third of the deal 
went to non-Italian inves- 
tors, including retail buyers. 
The franc-denominated 
bonds were sold alm ost 
exclusively to institutions. 

Society Generate, joint 
lead manager of the French 
tranche, said demand was 
bolstered by the timing, with 
a large issue by Credit Local 
maturing next month. 

GENERAL MOTORS 
ACCEPTANCE CORP offered 
investors some pick-up to 
last week’s $lbn issue by 
Ford, with a two-tranche 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


JWIK 

Austrafa 


Bed BW Bid Day chg Wk dig Month Year 

Data Coupon Price Yield vtdd ytekt chg yM dig yka 


09/99 a. 750 100.0500 

0607 7.250 114.5000 


12/99 6.000 103.1200 

11/07 7 COO 112.1100 


01/99 11.000 10621B3 

04/06 7.250 113-8650 


4.000 ICC. 0400 
6.750 111.3600 
5200 1033200 

6.000 1053800 


6.000 1022200 
6-250 1034500 
6.750 110.1600 
7350 1192500 
6.400 112.4800 
4 .BOO 117.0300 
3.000 109.5500 
3200 1073000 


7500 1059600 
5.750 105X200 


6900 989598 
8X00 108J9616 


0X00 104.9900 
6.750 110.1400 


8X00 1044596 
6X25 108X391 


7.400 1042062 

7X50 114X134 


11X00 105X364 
8X00 117.6070 


5.000 108X500 
4X00 111X700 


6X00 99X156 
6.750 103.1719 
7X50 108.9609 
8X00 125X391 


5X25100X650 
7.875 114X080 
8.125 105X660 
6X75 108.7970 


4X00 99X800 
5X00 102X800 


London ctoetng. ‘New Yak m&day. Source: kiMnacOwa DahVFT Hamadon 

Yields: Local market standvd/Amrttoed yield bads. Yields shown tar Rafr exclude wH Hur l dln g 
tax ■ 12.5 nr cant payable by nonreddents. 


10 YEAR BENCHMARK SPREADS 

Sftarad Spread 


Jon 14 

Bid 

YwM 

Vfl 

Bunas 

W 

T-Bonds 


B*d 

YWd 

VB YB 

Bunds T -Bands 

Australia 

5.72 

-OS7 

*031 

New Zsetand 

062 

+1X7 

*121 

Austria 

6.15 

*0.10 

-020 

Norway 

530 

-025 

-an 

EMgfejm 

514 

*0.00 

-027 

Ponugoi 

537 

*032 

-004 

Grata 

53!5 

+030 

-0.16 

Spam 

531 

+020 

-OIO 

Dsnmeri, 

5X5 

*033 

-0X3 

Bwodon 

557 

*052 

*O10 

FMraid 

5.11 

*0X6 

-030 

5wkzertsnd 

110 

-1X5 

-231 

FTOnce 

506 

*0X1 

-035 

UK 

103 

*098 

*0X2 

Oenneny 

5X5 

- 

-036 

US 

5X1 

*036 

- 

bebnd 

5X0 

*025 

-Oil 

ECU 

117 

*012 

-024 

Italy 

5X8 

-0X1 

-OXG 

Sown: knaramm Data/FT Harmanan 

Japan 

1.67 

-330 

-174 

London doslna. 

* Now York ctastna. 


Nstneriama 

5X1 

-0X4 

-040 

AmubM ytrid beats. 




EMERGING MARKET BONDS 


Jtwi 14 date 

- ■ EUROPE, ' 
Croatia 02/02 

Poland 07/04 


Russia 06/07 

■rum America 


. ■ ASIA 

China 07/06 7.750 BBS* 

Phfflppines lOnB 8-750 BB+ 

Thailand 04/07 7.7SO A- 


■ AFRKWMH3DLE EAST 
Lebanon 07/00 8.125 BB- 

South Africa 1tVD6 8.375 BB+ 

Turtuay 09/07 10.000 B 

Wiilvfejnm'l-"'- 

Argentina 03/23 5.500 BB 

Bnzl 04714 4X00 BB- 

MaxJco 12/19 6X50 BB 

VGTMBMia 03/20 6.760 B+ 




Dsi/i 

Mtni 

Sped 

Bid 

Bid 

chg* 

chge 

vo 

Frica 

BfaM 

_ y« 

y|6 

US 

96.0000 

8.16 

•*021 

-064 

+2.90 

103.3750 

6.40 

+012 

-077 

+T.18 

904000 

11.70 

-037 

♦1.10 

+6.32 

94.5000 

1034 

-0.06 

+0.31 

♦4.64 

91.5000 

11.11 

-0.06 

+0.42 

+5.41 

116.0000 

9X2 

-034 

-030 

+3.94 


.* , 



'.J 

104.0000 

7.00 

- 

+0.19 

+1.73 

05.5500 

10.53 

+021 

+023 

+5.00 

B 1.0000 

IT-13 

-007 

+1.88 

*5.75 

- /■ 

+•: "■ 

■i-S ’t: 


••■Km - r 


V... J- 

• • “ 


102.7500 

7X4 

+0.01 

+0.00 

+221 

1001250 

034 

+021 

+037 

*220 

101JOOO 

9.74 

-0.13 

-0.44 

+426 

74.0000 

8.48 

-a.03 

-0.37 

+2.B4 

76.7500 

1024 

-0.05 

-047 

+4.74 

84.5000 

7.73 

+023 

-021 

+2.15 

8G.08OO 

8.13 

-026 

-0.10 

♦2.54 


London dosing. meet in USS. 
Standard* Peer's ratag». 


ScwMi ta iei t ct i w ftrfn/FT K Y orma Um v 


global offering maturing in 
five and 10 years. 

The deal was GMACTs first 
global dollar bond in 11 
months. Morgan Stanley, 
joint lead manager with 
Bear Stearns, said the five- 
year tranche had been priced 
at the tighter end of its pro- 
spective range at a spread of 
68 basis points over Trea- 
suries. 

This, and the feet that it 
was increased by $2SQm to 
S1.25bn. reflected the 
strength of its order book. 
The offering, nevertheless, 
was priced wider than the 
Ford deal, which came at 59 
basis points over Treasuries 
but has since widened to the 
mid-60s. 

Conversely, the 10- year 
offering was priced at the 
wider end of the initial range 
at a spread of 83 basis points 
over Treasuries, even after 
its size was reduced. The 10- 


Bamnmr 

■ US DOLLARS 
GMA-1(e) 

GMA-2fe) 

Deutsche Bank Lux-Afe) 
Deutsche Bank Lux-B3 
HJ Hera 
M D-MARKS 
Hetaba Inti finance 
CAP 

■ FRENCH FRANCS 
Crtott Local de Francs 
RZB 

■ TTALkANLJRE 
European investment BankJ 
Credit Local de Francefdft 
Ford Credit Canada 
Gohtfnan Sachs Group 

■ LUXEMBOURQFRANCS 
BIL 

■ SWEDISH KRONOR 
Municipal Housing Finance 

■ escudo s '. 

Banco Bradescrft 


Anuant 

Coopan 

OL 

« 

125bn 

52735 

750 

8.1250 

340 

62258 

375 

(bp 

250 

5.75 

Ibn 

520 

200 

5275 

3bn 

525W 

Ibn 

5-375(8} 

500bn 

tc) 

300bn 

(dl2) 

300bn 

525(e) 

ZOObn 

8.00(1) 

26n 

5.625 

500 

520 

105bn 

(a) 


Spread Book-nroer 


88.27R Dec 2007 0.87SR 


Deutsche Morgan G*M 
Deutsche Maryan G*M 


99.3880 Apr 2008 0X750 +25(5!AAprfB} Parfbas/SocGen 


99.4440 M 2006 0-3T6R 


GAI/Marrtt Lynch 


90X00 Fab 2013 0X9R 
99.900 Apr 2008 0.100 
101X75 Feb 2003 1X75 

99.500 Feb 2008 0.550 


BCt/CarfphVMPS 
BNP/Caboto 
CartpMJetRsche MG 
Caripto/CradBo Itafiana 


102.70 Mar 2008 8JM 


101.445 Mar 2003 1273 


100X0 Feb 2001 0X0 


Final terms. non-caflable unless stated. Yield spread {over relevant government bond) at launch suppfiad by lead manager. 
*Urmsted. i Floating-rate note. ftSoni-annia] coupon. Ft fixed re-offer price; fees shown at re-offer level, a) General Motors 
Acceptance. 2 tranche, b) 12-mth Ltoor +80bp. c) 13% In year 1. 6%% in yrs 2-3. then 15% -2 x 12-mth Libor with 6%% 
cap and 2Vt% Boor from yr 9. d] Fungible with FftSbn from 2V4/99. dl) S%% in yr 1. then 5%% when there is a short 
coupon to 25/4/99. e) Long last cotton, f) Goldman has right to exchange coupon with 6-mth Libor +30bp from IB/2/00 
anraiafly. g) 6-mtn Labor +341 bp. i) Over interpolated yield. I) Long 1st ootQon. s) Short 1st coupon 


year dollar sector has seen 
large amounts of supply 
recently due to favourable 
swap opportunities. 

HJ HEINZ, the US food 
manufacturer, came to the 


market for the first tune in 
almost three years with a 
$250m five-year Offering- 
Lead manager Goldman 
Sachs said the A+ rated deal 
was targeted primarily at 


European retail investors 
although there was some 
institutional demand. It 
replaces a three-year Heinz 
bond which was redeemed 
earlier this month. 


Japanese investors rushed to 
sell foreign bonds in Novem- 
ber, pushing net sales to 
their second highest 
monthly figure, it emaged 
yesterday. The surge was 
partly triggered by heavy 
sales of US Treasuries by 
Japanese groups, the minis- 
try of finance said. 

The figure could reflect 
profit-taking by Japanese 
groups, but it provides the 
first Signs that the financial 
turmoil in Japan prompted 
banks and other companies 
to sell US Treasuries to 
avoid a cash squeeze. 

Japanese investors own an 
estimated SSOObn of foreign 
bonds, excluding the coun- 
try’s foreign exchange 
reserves, and are estimated 
to own almo st 10 per cent of. 
all US Treasury bonds. 

Joanne Collins, senior 
market strategist at Nomura 
International, said: “This 
confirms the rumours that 
Japanese investors were 
being forced to repatriate 
funds once the Asian crisis 
picked up momentum." 

However, November is 
expected to have been the 
peak month for sales, given 
the collapse of Yamaichi 
Securities and uncertainty 
over how Tokyo would 
respond to the crisis. 

Ms Collins said: “For as 
long as Japanese finance 
houses remain in trouble, 
these high net sales are 
likely to continue. But. the 
press ores have diminished 
somewhat with the govern- 
ment rescue package and the 
£edl in the Japan premium 
[the extra cost Japanese 
banks pay to secure funding 
in the inter-bank market]." 


Yesterday’s daia do not - 
reveal what propo^oix of ’ 
sales stemmed -from' bank 
activity, or the 'level' r of ' 
actual US Treasury ‘ salefc- 
However, - - suspicionsthiat _ 
companies were taking these 
steps have circulated in -the 
market since the coUapse, hi 
November, of three big Japa- 
nese finanrifli institutions. - 
The failures left many Jap- 
anese banks iTacing severe: 
difficulties -in borrowing US' 
dollars and pushed ; t&e 
Japan premium above 100. 
basis points, a record. • 

In response, weaker banks 
are thought to have soM for- 
eign securities, including US 
Treasuries, to raise dollars: 
Since then, the mihfctry <jf 
finan ce is thought to: have 
provided dollar- Ioahs^tp 
same of the weaker banks to ; 
alleviate the squeeze. . . 

However, Ncrvenfoer’s cri- 
sis poshed net sales of for- 
eign bonds up to Yi,3606bn, 
the ministry of finance said. 
This was the second highest 
figure since records started 
in 1930. The highest fever 
level of net sales, Yl.392.6bn. ' 
occurred to March 1994. - 
November’s net sales con- 
trasted sharply with Octo- 
ber, when Japanese compa- 
nies made net purchases of 
Yl,931.6bn of foreign bonds. . 

Analysts suggested that 
net sales were likely to have 
remained high in December 
and January, but that they 
would be substantially down 
from November's level 
The buoyant performance 
of the US Treasury market 
since the Asian crisis began 
demonstrates that the sell- - 
tog pressure from Japan was 
more than offset by 'the 
so-called flight to safety, as 
investors switched .Into. ' 
lower risk assets. 


04/00 7.000 103X500 5.16 *0.07 *0X1 -0X4 -1.11 

10/07 10.000 1312458 5.72 +0X6 *0X1 -0X6 -1.79 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES {MAT1F} FFiSOO.OOO 


US CORPORATE BONDS 


INTERNATIONAL BONDS 


Red S&P 

date Coupn Rating 


Day's Mai's Sped 
Bid chge chge v 
yield yld yM Govts 


Day's Mm's Spread 
BM Bd chge chge v. 


09/99 7.000 104X000 4.14 -0.02 -021 -0X2 +046 

07/07 5.625 103.4300 5.15 - -ail -021 -OB3 


01/00 4X00 99X900 4X8 +0.02 -0.18 -0X4 +0X6 

03/07 8250 107.9300 5.14 +0X1 -0.14 -028 -0X8 


Open Sett price Change HI5J1 Low EsL voL Open bit 
Mar 102.08 103.12 +0.10 103.12 102.56 131.055 135X95 

Jun 102.00 102,44 +0.10 102.00 102.00 - 252 2.313 

Sep 101.76 10220 +0.10 101.76 101.76 2 

■ LONG TERM FRENCH BOND OPTIONS (MATIF) 


B UTILITIES , . 

PacBeB 07/02 725 AA- 105.7485 

NY Tel 08/25 7X0 A+ - 1014802 

CWE 05 KB 8X0 BBS 111X049 


5.78 +0X3 -0.41 +0X0 
6X7 _ -021- +1.17 

-6.40 +0X2 -033 +1X0 


Jan 14 da» Coupon Rating price yW yfcl yld. Greta 

S8 03/07 5.750 AM 104X700 5.11 +0XT -024 .+0.14 


a FINANCIALS 


Strike 

Price 

Jon 

- CALLS — 
Feb 

Mar 

Jar 

- PUTS - 
Fab 

Mar 

GEOC 

05/07 

8.75 

AAA 

119.6904 

526 

+022 

-026 

+056 

Banc One 

08/02 

725 

A+ 

105.7275 

5.79 

+024 

-0.44 

+053 

87 

424 

4.94 

434 

- 

002 

0.16 

US West 

01/07 

7.30 B8B+ 

1052731 

0.43 

+003 

-0J36 

♦1.03 

98 

3.94 

3.97 

049 

aoi 

005 

029 





•• • .• * 



. s 


99 

225 

324 

2.71 

022 

. ai2 

050 

H WOUSTTUALS . 








100 

220 

2.15 

2.03 

0.06 

022 

021 

WMXTech 

04/99 

625 

A- 

1002800 

529 

+004 

-038 

+1.01 

101 

1.13 

127 

146 

0.19 

0j43 

1-22 

WaJ Mart 

05/02 

B.75 

M 

103.9664 

5.70 

+005 

-0^3 

+044 


Era. vdL tout Cafe 29X31 Pus 15X20. Previous Hay's open rt. Cals 68XTC A* 100*97. 


Dayton Hud 08/21 9.70 0BB+ 133X033 6X1 +0.01 -024 +1.11 


Germany * 

B NOTIONAL GERMAN BUND FUTURES IUFFET DM250.000 lOOthS Of 100% 


Open Sett price Change l-igh Low _ Eat vd Open brt. 
Mar 10623 100.43 -0.07 108.55 106.01 " 232269 257756 

Jun 105X0 105.85 -0.06 105.82 105.45 586 3182 


B AGB4CJES ■ 

FHLMC 04/07 

StMA 03/00 

FNMA - 02/18 

FFCB 06/06 


7.14 N/A 1ia0994 

7X0 N/A 104.1824 

S95 N/A 133.7680 

S95 N/A 121X673 


5.71 +0X3 -0X6 +0X1 
5u40 +0X3 -0X0 +0.17 
8X2 - -033 +0X2 

5.70 +0.01 -0X6 +0X0 


BB 03/07 5.750 AM 104X700 5.11 +0JJT -024 .+0.14 

Spain . - - . 01/07 5.750 M- 103X800 ■ -5.13 . .-0X1 '-u-QXfr. . +QJS 

PhWpMotlta’ 02/04 5X75 A iCWX800' 5ix "+&.T4 "-02B ’ +056 

Ftnbnd FRN 09/02 3X20 M 10a725S '4X3 -0X6 -022 

■m : . 

Austria 01/D4 5X00 AM 103.7300 4.77 -0X1 -027 +017 

Abbey Nat 02/04 6.000 M 1052900 4X7 -0X1 -0X0 ' +027 

Crad Fonder 02/04 9.125 A 1201000 5.19 -027 +0X9 

3CFFRN 13X11 3.750 AA- 09X654 420 - -0X3 -+0J04 

BB 02/07 7X00 AM 111X000 5X5 - -028 : +0X8 

Abbey NM 02A32 0X00 M 106X000 5X5 +0X2 -032 +021 

W» Disney 064» B.B25 A 107X000 5.10 +003 -017. +045 

BB FRN 03/01 5X25 AM 1002090 4X1 - -024 -009 


BUND FUTURES OPTIONS (UFFQ DM250.000 points Of 100% 


■ HK3HYIHJJ . 

Stone Cent 02/01 

AK SO 12/01 

Pacalta 06/04 




BB 

Dreedner Bk 
BrntshGas 


9X8 B 1003750 

9.13 BB- 104.1250 

10.75 &- 99X000 


Strata 

Pries 

Feb 

Mv 

CALLS - 
Apr 

Jun 

Feb 

Mar 

PUTS 

Apr 

Jun 

10600 

0.03 

OJ36 

0.90 

124 

020 

053 

125 

129 

10650 

0.33 

□.63 

0.68 

1.00 

0.40 

0.75 

1.33 

1-65 

10700 

0.14 

045 

020 

are 

0.71 

122 

1.65 

124 

Eat VOL total, Cttfe 23000 Puts 31144. Previous day's open hL. Cute 194885 Putt 244385 


New Torn ckwinQ- 


Stantanl S Poor's raonga. Yields aert»-ennual basis. 


Souea MwacOm Data/FT tatarmtatan. 


US INTEREST RATES 


B NOTIONAL GERMAN BUND (BOBL) FUTURES 
(DTB) DM250,000 IQOttlS of 100% 


Open SeB price Change High Low Est. vot Open Int 
Mar 105X5 105.17 +0.02 10521 104.00 105.986 204.835 

Jul 104X8 104.78 -0.04 104.66 104.68 50 550 


Prime rata 

baker ban rate . — . — .. 

FhUbuJs 

FfldJinb at tatevendno 


Dra month — 
8 >a Twj Booth — 

S lhHiranb- 

Sh month 

• Onajesr 


Treasury Bffls and Bond Yteida 

- lYmywr 

- Tim yea... — _ 

5.18 Rae year 

5.17 lOjew 

317 atyser 


BB 04/07 7260 AM 1101200 5X0 - -0X2 +042 

ABN Amro 0607 7.125 AA- 1062949 623 -0X3 -028 +085 

OMbec 0VD7 7X00 A+ 105X247 622 +0X4 -022 +0X4 

CWcorpFRN 02/04 5X08 A+ 99.1280 6.11 -0X4 +010 +081 

Bayer L-» 08/04 9X00 AAA 120X122 5X6 +002 -034 +027 

Toronto 05/04 8X00 AA+ 1154440 5X4 -0X1 -031+015 

BeflCawda 07/89 10XS A+ 107.1432 5^45 +0X2 +0X8 +1X6 

DotUsche B FRN 0a«E 5X70 AM 101.1902 5X8 +0X2 +010 +028 

'’«■ BUTOYE»r'. : Oc-H VJ'S’I 

World Bw* 03/02 5250 AM 117X000 107 - .-0X1 +0.19 

Spam 03/02 5.750 M 118X500 1.11 +003 -0X1 +023 

Cred Fonder 08/02 4.750 A 113X194 1X8 - +001- +070 

Italy FRN 07/99 0X84 AA 100X243 033 - - - -0.10 


Lmtan ataeng. SouixMmictMDi 

StandM & Pom's i n Br y a. Ylekto: Local marioai aantata/AnnusBBSd btsls. 


a NOTIONAL OBTMAN BOBL FUIWES IUFFET DM250.000 IPOths d 100% 
Open Sett price Change High Low Est vd Open eit 


UK BONDS 


104.73 -0.01 


FTSE Actuaries Govt. Securities 

Price Indices Wed Day's Tue Aca 


UK Indices 


B NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 
(L1FFEJ* Lira 200m IDOths of 100% 


2 5-15 years (21) 


Open Sett price Change Htgtr Low Est wo I Open Int 
11725 117.47 -0.11 117.56 117.13 62754 124771 

118.70 116X1 -0.09 118.93 116X0 2732 10964 


4 frTBPeemaUaa (4) 

5 Afl stocks (481 


■ ITALIAN GOVT. BOND (BTP) FUTURES OPTIONS (LffFE) Ura200m lOOtts cf 100% 


WSd 
Jan 14 

Days 
change % 

Tue 
Jan 13 

Accrued 

interest 

xd afl. 
ytd 


— Low coupon yfeW — 
Jan 14 Jan 13 Yr. an 

- Medium coupon yield ■ 
Jan 14 Jai 13 Yr. am 

-Mfeb coupon yMd- 

Jan 14 .Inn "H Yr noa 

12020 

-025 

12050 

2.17 

0.61 

5 yrs 

625 

R14 

7.19 

623 

623 724 

628 

627 

729 

161.00 

-029 

161.09 

1.62 

□29 

15 yrs 

022 

526 

729 

623 

5.99 727 

0.14 

6.11 . 

724 

19029 

-029 

19821 

229 

020 

20 yra 

023 

526 

7.75 

622 

520 7.71 

6.14 

6.11 

725 

24527 

-0.43 

24724 

2.75 

0.00 

lreed.t 

0.14 

on 

7.79 






153.70 

-024 

15423 

2.12 

026 
















— 

Inflation 5% — 


Inflation 10% — 




Strike 

Price 

Mar 

■ CALLS 

Jun 

Mar 

■ PUTS 

Jun 

11700 

1.04 

1.40 

027 

1.49 

11750 

0.75 

1.17 

0.70 

1.76 

11800 

021 

027 

1.04 

226 


6 Up to 5 years (2) 

7 Over 5 years (ICQ 
6 AS stocks (12) 


0.00 Up to 5 yrs 2X7 2.95 323 

0.72 Over S yrs 2.99 2.97 3X8 

065 


Jan 14 Jan 13 Yr. ago 
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CURRENCIES AND MONEY 


Camdessus soothes some Asian fears 
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MARKETS REPORT 


By Simon Kuper 

Most . south east Asian 
currencies rose yesterday 
after Western nffwfai* again 
praised their economies. 

Michel Camdessus , manag- 
ing director of the Interna- 
tional Monetary Fund, said 
the Indonesian -rupiah’s fall 
in the last few months was 
overdone in “extraordinary 
proportions” He was hope- 
ful : of a very solid deal 
between the IMF and Indon- 
esia. The country has prom- 
ised economic reforms in 
exchange for a $43bn rescue 
package arranged by the 
fund-. His comment that 
Indonesia needed to acceler- 
ate overdue reforms failed to 
damage sentiment. 

Larry Summers, the US 
deputy treasury secretary 
who is visiting Thailand, 
said of the Asian crisis: “We 
will - be very much engaged 
in responding to whatever 
challenges that may arise in 


the future. There is no ques- 
tion this is a priority for the 
US." He also praised- the 
measures Thailand had 
taken to deal with its finan - 
rial crisis. 

The country did its own 
bit for sentiment, releasing 
data showing that it had 
recorded current account 
surpluses in the last four 
months of 1997, thanks to 
the baht's plunge. The baht 
yesterday soared from an off- 
shore rate of 53.50/54.00 
against the dollar to 50.50. 
The rupiah jumped from 
8.300 to 7,300/7,600 against 
the dollar. The Malaysian 
ringgit rose from M$4.5903 to 
M&L29, and the Korean won 
from 1,764 to 1,660-. Hut vol- 
umes were small, with few 
major banks willing to bet 
that the crisis was pacing 
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In late US trading the yen 
was at YT31.0 against the 
dollar. Y0.6 above Tuesday’s 
London close. The dollar was 
almost unchanged against 
the D-Mark at DM1.823. 

■ Hans- JUrgen Krupp, 
Bundesbank council mem- 
ber. briefly helped the dollar 
when he said of Germany: 
“There are no discernible 
price pressures.” The econ- 
omy was weak, and would 
not change fundamentally 
soon. Other Bundesbankers 
have also been playing down 
the need for rate rises. 

■ The UK money market 
keeps itself busy. On Mon- 
day, soft industrial produc- 
tion data had persuaded it 
that base. rates would fall in 
the spring. On Tuesday, 
astrong retail sales survey 
and unsurprising inflation 
numbers convinced it that 
that was wrong. And yester- 
day, a sharp rise in Novem- 
ber average earnings and 
December jobs figures. 


Dollar 

Against the Thai Baht {Baht per $} 



together with some hawkish 
Bank of England minutes, 
moved it to put all thoughts 
of an imminent rate cut out 
of its head. This market does 
not take the long view. 

Short sterling futures con- 
tracts sank for the second 
day running. The June 1999 
contract, down 10 basis 
points on Tuesday, lost 
another 12 yesterday, and 
now prices in interbank 


rates of nearly 6.75 per cent 
The March 1998 contract 
fell 15 basis points to price in 
interbank rates of about 7.50 
per cent But as Philip Shaw, 
chief economist at Investec 
in London points out. this 
implies base rates remaining 
at their current level of 7.25 
per cent since the interbank 
rate is typically 20 to 25 
basis points above the expec- 
ted base rate. In other 
words, he says, short ster- 
ling futures contracts may 
have even further to fall, as 
many in the City expect one 
more base rate increase. 

The pound barely reacted 
to yesterday's economic 
data, closing in London at 
DM2.972 to the D-Mark and 
$1,631 to the dollar. 
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■ One reason for the run on 
Asian currencies last year 
was the region’s large cur- 
rent account deficits. But 
these are now vanishing. 
Thailand has just joined 
some of its neighbours in 
reporting that monthly 
accounts are in surplus. 

Yet economic theory holds 
that for months after a 
devaluation the trade bal- 
ance should worsen, as 
importers and exporters 
remain tied to old contracts. 
Desmond Lachman, bead of 
emerging market research at 
Salomon Brothers In New 
York, says this effect is out- 
weighed in Asia by the sheer 
collapse in domestic 
demand. Only later will 
exports rise. Improving cur- 
rent accounts even further. 
Mexico too moved into sur- 
plus almost immediately 
after the 1995 peso crisis, he 
notes. Thailand's current 
account deficit before deval- 
uation was worth 8 per cent 
of GDP. Mr Lachman expects 
a surplus for 1998. 
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85968 

-65 


South Africa 

(R) 

South Korea 

(Won) 

270696 

-1734 630 - 763 

288074 

2698.06 

- 

- 

- 

- 

• 

- 


South Korea 

(WOn) 

Triwan 

(IS) 

555012 

-05558 818 -205 

565081 

554384 

555335 

. 15 

55404S 

14 

645285 

14 


Taiwan 

ra 

Thailand 

(Bt) 

8S5903 

• -44 429 - 376 

802040 

823140 

873712 

*94 

88.7188 

-95 

96.1654 

-11.1 


Thaiand 

(Bt) 


Closing Change BW/oJter 
nad-posit °n day spread 

fSctiJ 120226 *00103 206 - 246 
(BFr) 37.6400 *0065 200 - 600 
(DKr) 80474 *00114 464 - 484 
(FM) 5.5146 -00023 106 - 163 
ff=Fr) 6.1021 *00034 015 - 026 
(DM) .10228 *00015 225 - 230 
(Pr) 287050 *001 260 - 440 

(d 10725 -00011 715 - 735 
(L) 1794.19 *201 337 - 500 

HR) 370400 *0066 200 - 600 

(FI) 2.0550 *00029 546 • 554 
{NKr) 7.5298 -00095 285 - 301 
(Es) 186470 *004 420 - 520 

(Pa) 154095 *009 570 - 620 

(SKd 00256 - 231 - 281 

(SR) 1.4826 *00046 821 - 831 
(£) 10307 -0.0022 303 - 311 

- 10638 -0.0018 830 - 842 

- 0.74722 

0-9996 - 996 - 988 

1.1182 *0.0001 181 - 183 
14338 -00002 335 - 341 
8.1625 *0.0055 GOO - 650 


1.5452 -0.0037 446 - 458 
7.7450 -0003 440 - 460 

40.1700 *0285 500 - 900 

30824 *00133 788 - 860 
131.550 -0.285 500 - 600 
40275 -02628 200 • 350 
1.7360 -021 349 - 370 

420250 -1025 500 - 000 

3.7512 -00001 510 - 514 
1.73BS -00305 380 - 410 
40450 -0031 435 - 465 
1680 DO -104 000 ■ 000 


Day’s mid 
htyi lew 


One month 
Rate -KPA 


Three months One year J P Morgan 
Rale «t>PA Rale %PA index 


12.8680 12.7794 123006 
37.7170 
09681 
5.5406 
8.1275 
1JB00 
288.710 
13770 
1799.95 
37.7170 
0061 7 
73657 
18X900 
754.960 
8.0581 
14877 
1.8340 
10672 


00890 

1.1184 

1.4342 

8.1660 


2.1 12.7636 10 12.8171 1.6 1025 


10460 

7.7480 

405400 

3.59B6 


1.7375 


1.7635 

40685 


37.4320 

375673 

23 

37 445 

21 

369725 

18 

101.9 

69244 

63364 

T9 

69177 

1.7 

€9494 

1.4 

103.7 

550« 

5 5036 

24 

5.4859 

2.1 

5.4211 

1.7 

60.1 

B.0&44 

63911 

22 

6.072 

20 

S9946 

19 

104.6 

1.8170 

18194 

22 

18136 

2.0 

1.7P08 

13 

1026 

286.650 

2304 

-12.7 

296.195 

-123 

316365 

-10.1 

65.1 

13708 

137T8 

06 

13719 

02 

13845 

-09 


179050 

1795.13 

-0.6 

179599 

-0.4 

1785.84 

05 

753 

374320 

375673 

23 

37.445 

2.1 

369725 

13 

1013 

20472 

20509 

24 

23442 

21 

20184 

13 

101.1 

75083 

7.5166 

21 

7.4947 

19 

7.4303 

1.3 

96.4 

185.600 

186363 

0.7 

186.06S 

09 

18432 

12 

929 

154.030 

15449 

09 

15426 

09 

152785 

12 

762 

83116 

8.0187 

1.0 

85077 

09 

79781 

0.6 

845 

14760 

14769 

46 

14872 

4.1 

14250 

33 

1075 

1.6257 

1-6282 

15 

15234 

13 

1.6028 

1.7 

104.7 

13810 

1.0648 

-14 

19871 

-13 

1997 

-12 

; 

03397 


. 

. 

. 

. 


. 

1.1180 

- 

- 

- 

- 

- 

- 

. 

1.4293 

14322 

13 

14302 

19 

1.424 

0.7 

82.5 

8.1560 

82615 

-14.6 

8.4505 

-14.1 

02425 

-132 

. 

- 

- 

- 

- 

• 

- 

- 

111.0 

15126 

15444 

0.6 

1.5418 

09 

1.5311 

03 

85.7 

7.7400 

7205 

-93 

791 

-05 

8355 

-7.B 

ra 

393000 

. 

. 

- 

. 


. 

. 

35618 

- 

- 

- 

- 


- 

- 

130350 

13038 

52 

129585 

5.1 

125935 

59 119.4 

42100 

4325 

0.7 

4341 

-12 

44975 

-39 

- 

1.7345 

1.7391 

-2.1 

1.7445 

-29 

1.7633 

-15 

- 

421000 

43397 

-16.1 

44993 

-14.7 

4926B5 

-159 

. 

3.7505 

3.7529 

-a .a 

3.7557 

-05 

3.7092 

-05 

- 

1.7320 

1.7495 

-69 

1.7575 

-4.1 

13145 

-13 

- 

43350 

4389 

-10.7 

59628 

-95 

5.3638 

-85 

. 

165030 

. 

- 

- 

. 

- 

. 


333690 

34.1075 

-04 

34.129 

-0.4 

34209 

-03 

- 

505000 

S36 

-113 

54.65 

-11.7 

60 

-139 

- 


TMeW JW»-Q. Btfitaterrewda Sifts Paid Spot trite drew orayttra ret Biss detenu pracra. S r a r te g tedrat cafaararat by tea Bra* of ErrAnt Base 
meraO 1 1000 « m tndm mtreed VWS. BM, odor, rrtd spot mm and forward trim ki both it* wid ns Onto note are dewed toe THE VMnaDStS 
CLOSING SPOT and FORMMRD RATE eencea. Some wfees are rouriad by the F.T. 

The wdrangoratee prated In thh trite m abo awMte on the taranri at XtpJhmuFTjoom . 


CROSS RATES AND DERIVATIVES 


t SDR rrin par S tor Jon IX BdiWIer «T*— "*** In the Onto Spot trite show only the last three decimal pl aces UK. Mand 4 ECU ma quoted In 
US cwieney. JJ». Morgan nomirraJ tedtoss Jan IX Base onragt 1990=100. 

The sn ehange rates tainte d n 1M1 table am ria 0 avrririte on the hternet a) http^/wwwJTxom 


f^^^NTERECT RATES 


MONEY RATES 

January 14 Over 

ragn 

One 

month 

Three 

rata 

Si* 

rfflhs 

One 

year 

Lon*. 

Inter. 

Os. 

rale 

Repo 

rate 

BeSgknn 

30 

3^ 

3M- 

3H 

35 

£90 

2.75 

_ 

Ranee 

34 

38 

34 

33 

38 

450 

- 

130 

Germany 

3£ 

3ii 

34 

39a 

3% 

450 

250 

230 

tawtand 

S5 

6i 

5* 

SS 

411 

- 

- 

6.75 

Italy 

64 

63 

55 

5K 

S£ 

790 

550 

623 

Nathartanda 

3% 

33 

32 

35 

35 

- 

275 

320 

Swtaartmd 

146 

U 

1H 

iA 

13 

_ 

190 

. 

US 

5» 

si 

5& 

si 

55 

- 

590 

- 

Japan 

3 

35 

V 

i 

* 

- 

050 

- 

a t UBOR FT tondan 








Interbank Ftxhtg 

- 

53 

SN 

5H 

5H 

_ 

_ 

_ 

US Dote CDs 

- 

539 

SM 

5.43 

5.46 

- 

- 

- 

ECU Linked Da 

- 

4>« 

a; 

4» 


_ 

_ 

_ 

SDR Linked Ds 

- 

3» 

9* 

35 


- 

- 

- 


S LIBOR tnterbsni fioig rales ana offend rates for SiOm quoad to As martcet by four 
referenc e borfca a linn each wonwig day. The banka are: Bankore TrnaL Bank of Tokyo 
MBueota. Barclays and Nobonal Wn mikai o. 

Ma one ara sown for ow domeate kioney Ram, USS CDs, ECu &SCR unted Oepoass 034. 

EURO CURRENCY INTEREST RATES 

Jan 14 Shan 7 days One Three Six 

months months 


term 


nonce 


month 


Ons 

yosr 


Bdgran Franc 

v« 

■ 3M 

3jS ' 

■3* 

3l 2 

-3Jb 

3ft 

aft 

3*a 

■ 3J1 

35- 

3B 

Danish Krone 

313 

•3h 

3«- 

■3k 

3% 

■3k 

3iJ 

3(2 

4 - 

3 }£ 

4ft 

- 4 

German Mart, 

3i* 

■3A 

3A 

3^ 

3\ 

-35b 

3ft 

3ft 

35 

-35 

M\ - 

35 

Dutch GuMsr 

3H 

■3>4 

312- 

■3^ 

3S1 

-3*a 

33b 

3# 

3S 

33# 

3ii- 

333 

French Franc 

3.L 

3|* 

3S ■ 

Ml 

38 

-3fi 

4ft 

- 4 

3ji 

■ 3ft 

ajf- 

3K 

Portuguese Esc. 



5 - 


5 - 

4H 

45 

45 

4ft 

■4b 

4 l 2 - 

45 

Sparieh Peseta 

45 

■4)i 

4B 

■Ml 

4k 

-45 

Ml 

4ii 

4ft 

■45 

4Ji- 

45 

Staffing 

7^ 

■ 7 1 * 

7A- 

7A 

7h 

-71* 

7ft 

7ft 

7ft 

■7ft 

7B- 

75 

Sunss Franc 

1*8 

• ll a 

ik- 


1*4 

- Ill 

111 

1ft 

1ft 

1ft 

lil- 

15 

Canadian Deter 

4A 

■4\ 

4|* ' 

•4ft 

Ml 

4ft 

4ft 

4ft 

Ml 

45 

413- 

4S 

US Deter 

5»2 

■sh 

5i3 

5h 

55 

-513 

5%' 

5h 

5ft 

■55 

5ft- 

55 

salon Ufa 

eh 

5>r 

*4- 

6ft 

6ft 

-6/a 

e - 

5k 

31 

■55 

5ft. 

5ft 

Japanese Yen 

h 


h • 

■ *B 

13 

-ft 

*2 

■h 

5 

• b 

>2- 

5 

Asfcn SSmfl 

*4 


12 

- a 

14 

- B 

11*2 

-&2 

12 

- 9 

lUj 

- ii 


Stan (arm rates we coD for the US Dof tar and Ten. others: (wo days' nodes. 
■ THREE MONTH (WOK FUTURES (MATiF)Paris (ntotank oflered 1 



Open 

Sen price Change 

High 

Low 

Est w* 

Open int 

Mar 

66.34 

96.37 

_ 

96.37 

96.33 

19.176 

79.694 

Jun 

B691 

9625 

- 

9625 

9620 

7,158 

45276 

Sap 

96.10 

96.15 

- 

96.15 

96-09 

5,102 

30.620 

■ THREE AKSNTH EURO HARK FUTURES (UFFET DMIm points of (0096 


Open 

Sen price Change 

High 

Low 

Esl wol 

Open int 

Mar 

96.35 

9636 

^LOI 

9628 

9623 

32808 

354221 

Jw 

9621 

9823 

-0.02 

0626 

96.19 

43236 

343086 

Sep 

96.11 

96.13 

-0.02 

96.15 

96.08 

36115 

240395 

Dec 

95.95 

9598 

-a 02 

96.00 

9523 

45164 

217706 

■ ONE MONTH EUROMARK FUTURES (UFFE)‘ 

DM3m points of 10096 


Open 

Sett price Change 

High 

Low 

Est. vo l 

Open Int 

Jan 


9S31 

-0.01 



0 

966 

Feb 


96.49 

-0.D1 



0 

133 

Mar 


96.44 

-0.01 



0 

150 

Apr 


96.41 

-0.03 



0 

50 

■ THREE MONTH EUROURA FUTURES fUFFET UOOOm pomts of 1009b 


Open 

Sen price Change 

High 

Low 

Est vol 

Open Int 

Mar 

94.45 

94.50 

+0.D1 

94.52 

94.44 

23243 

143404 

Jiai 

9527 

952B 

-0.02 

9521 

9524 

25571 

135694 

Sep 

95.02 

95.65 

-0.01 

95.66 

95.60 

11827 

94796 

Dec 

95.68 

05.74 

*0.01 

95.75 

95.68 

9887 

111700 

■ THUS 

MONTH EUIO SWSS FRANC FUTURES (UFFE) SFrlm poUa of 100N 


Open 

Settprice Change 

rt(Fi 

Low 

Est vol 

Open Int 

Mar 

98.40 

98.45 

-022 

98.51 

98.30 

13739 

73748 

Jun 

98.31 

9834 

-ao3 

08.40 

9827 

10957 

36622 

Sep 

9821 

9823 

-0.03 

9828 

98.18 

3548 

19031 

Dec 

0891 

98.05 

-0.03 

98.08 

B821 

722 

10210 

■ THREE MONTH EUROYEN FUTURES (LIFFQ YlOOm pobits of 100H 


Open 

Settprice Change 

High 

Low 

Est vof Open int 

Mar 

9921 

9921 

+0.04 

9921 

9921 

200 

nfa 



9924 

+003 



0 

n/a 

Sep 


9926 

+0.03 



0 

n/a 

■ THREE MONTH ECU FUTURES (UFFE) Eailm points Of 10096 



Open 

Settprice Change 

High 

Low 

Est vol 

Open ho. 

Ms 

9596 

95.66 

-a 02 

95.67 

95.64 

801 

0089 

Jun 

95.67 

9568 

-a 03 

95.71 

95.67 

515 

6568 

Sep 

95.ee 

95.70 

-0.04 

95.72 

95.87 

889 

8264 

Dec 

9594 

95A8 

-aoi 

95 rs 

95.B4 

9 

4100 


* LFFE fuaaes etao traded an APT 

■ EUROURA OPTIONS (UFFQ LI 000m potets of 100% 


Strike 
Price 
9450 
9475 
9600 

Esl VOL tataL Cafc 4857 PuO 4604. Previous da/s upon bt. Caka 152499 Pm 6*025 


Mar 

- CALLS - 
Jin 

Sep 

Mar 

- PUTS - 
Jun 

Sep 

0.14 

022 

1.19 

0.14 

0.04 

0.04 

0.06 

060 

026 

021 

027 

0.06 

0.02 

0.40 

0.74 

0.52 

0.12 

0.09 


EXCHANGE CROSS RATES 

J*i14 BA- OKr Fftr 

DM 

K 

1. 

R 

NKr 

Es ' 

PM 

SKr 

Sfr 

£ 

CS 

s 

Y 

Ecu 

Brigium 

(BFil 

100 

18:48 

1621 

4243 

1236 

4767 

5.460 

20.00 

495.4 

4107 

2122 

3238 

1229 

3206 

2.657 

3402 

2.452 

Denmarit 

(DKr) 

54.18 

10- 

8.788 

2224 

1.049 

2583 

2258 

1024 

2604 

2222 

1125 

2.134 

0883 

2.064 

1.439 

189.4 

1228 

France 

(FFr) 

6128 

-1129 

' io- 

2.967 

1.194 

2940 

3208 

1224 

3052 

2532 

13.15 

2*430 

1.005 

2.350 

1.639 

215.6 

1212 

Germany 

(DM) 

2025. 

3211 

3.348 

1 

0.400 

0642 

1.127 

4.131 

1022 

84.81 

4.403 

0.813 

0236 

are? 

0.540 

72.17 

0206 

Ireland 

(E) 

5128 

0235 

8275 

2.502 

1 

2463 

2.820 

1023 

2552 

2122 

nxe 

2.035 

0842 

1268 

1273 

1802 

1267 

uriy 

(U 

. 2.008- 

0287 

0240 

aio2 

ao4i 

100 

0.115 

0420 

1020 

0616 

0*447 

0.083 

0034 

0080 

0256 

7232 

0251 

Nethertanda ffn 

1822 

3281 

2260 

0287 

0255 

873.1 

• 1 

3.884 

80.74 

7523 

3205 

0721 

0298 

0.608 

0.487 

8401 

0449 

Norway 

(NKr) 

4920 

0227 

8.104 

2*421 

0268 

2383 

2.720 

10 

2472 

2052 

1068 

1.969 

OB14 

1204 

1228 

174.7 

1226 

Portugal 

(E« . 

2tt19 

3.726 

3272 

027B 

0291 

9622 

1.102 

4238 

100 

8221 

4204 

0795 

0329 

0769 

0236 

7025 

0495 

Spate 

(Pta) 

2425 

4^404 

3247 

1.179 

0.471 

1161 

1229 

4271 

1202 

100 

5.101 

0259 

0397 

0227 

0.847 

85.09 

0507 

Sweden 

(SKrt 

4620 

6257 

7.603 

2271 

0208 

2236 

2261 

9.382 

2322 

192.S 

10 

1247 

0784 

1.787 

1246 

1632 

1.150 

Switzerland 

(SFr) 

2528 

4.686 

4.118 

1229 

0481 

1210 

1288 

5.079 

1252 

1042 

5*413 

1 

0*414 

0267 

0,675 

88.73 

0622 

UK 


6128 

1123 

9.951 

2372 

1.188 

2926 

3251 

1228 

304.1 

252.1 

1329 

2*418 

1 

2238 

1231 

2145 

1205 

Canada 

ira .- 

2625 

4245 

4256 

1271 . 

0208 

1251 

1-433. 

52S2 

130.1 

107.8 

5297 

1.034 

0.428 

1 

0697 

91.75 

0644 

USA 1 • 


3724 

8.947 

&1Q2 

1223 

0-729 

1794 

2.055 

7.530 

1805 

1542 

0026 

1*483 

0613 

1*434 

1 

1312 

0223 

Japan 

m . 

28.61 

5281 

4239 

1286 

0254 

1384 

1.562 

5.724 

141.7 

1172 

6.101 

1.1Z7 

0*466 

1.090 

0.760 

100 

0.702 

Ecu 


40.79 

.7228 

8.612 

1275 

0.790 

1844 

2227 

8.158 

202.1 

1672 

0607 

1.607 

0285 

1254 

1284 

1422 

1 


Kronor. French Franc, Mcnrag km Kroner, and tW ra d a n Kroner pw 10s 
OMM) DM 12&000 par DM 


Barren Fm. Yen. Eacudo. Lke and Peama 


oer 10a 

JAPANESE ten WfTURES QMM) Yen 12L5m per Yen 100 


Mar 

Jun 

Sep. 


Open ‘ Latest ChenQB' ' H0i Urn Est vot Open int Open LatBst 

0^514 C 5495 -0.0019 0.5523 15482 18524 105.853 Mar ‘ a7858 a 771 2 

05518 (X5518 -0.0022 • 05522 0J518 4 . 0317 Jim 07812 0.7809 

- • 05547 -0.0018 - 05547 31 1.633 Sep - 0.7856 


Change High Lour EsL vo( Open int 
*0.0063 07730 1 07658 15.956 94^80 

*0.0053 07B18 0.7809 49 2^33 

*00043 07895 - 21 401 


v: 


.. ^ . ■ •* * * v ** ' . v • i ■ is - 


24 hours a day 
100% BNL 


: .x > 


mAMC FUTURES 94M) SFr 125.000 per SFr 


■ STBRLOK3 FUTURES ||MM) EB2JOO per E 


sv 


Mar 

. '. 02821 

02776 

-22040 

06825 

02771 

7^10 

55^45 

Mar 

1.6208 

1.6244 

-00044 

1.6302 

12218 


ra. “ * 

Jim 

0.6832 

.06832 

-02051 

02845 

05832 

1 

004 - 

JtMl 

1.6200 

12180 

-00034 

72200 

1.8150 

> 


Sep 



.. - 

- 

- 

2 

1.102 

Sep 

- 

1.6110 

-00034 

- 

1.6000 



UK INTEREST RATES 


LONDON MONEY RATES 

JmV T 4-\ ’ ■ Over- "T days'' One Three ' She 

■ \ -night notice month months months 


EMMS EUROPEAN CURRENCY UNIT RATES 


JA3J 

5 


One 

year 


_ .. a-jF 


tetohank StMng -7h - 6% 7A - 71® 7% - 7& ^ • 7Y 7fe • 7\ 7\ - 7& 

Staling CDs 7* - 7% 7 A - 7h 7J5 -■ 7g 7fi - 7JS 

Uwauy-® .■ - - 7U-7h7&-7A - . 

Boric Sto ‘ . 7A-7J* 7JJ-7A 7, 7 * - 

Locd authority dope. ~7& -T 7^ -7*1 7fl - 7jl 7« , 7fi 7J3 - 7J5 7« - 7 H 

Obcoun Aterfoet dops /A - 7&. 7& - 7i’«. - • - - ' • . 

UK doping bank base 'fencing rate 7^i pm cert from New 8. 1967 

’ i ~- " . Uptol '1-3 ' "Sfl- 9-12 

month 111 m 0 i months j iWiiUtf m^ilhs 

Carta d T« dap. pOOAOO) 2h 5 h 6 5 4*. 

Certa of TaKdro. isidar EIOOOOO la Slgpc. Dapealta wfttarMi fra esah 
Avs. lander afoMfeDnaMfi Jari ft; xaasape. EDOD fired rata 8tfe. Export Finance. Maks 
**> day Daic 31 , 1907. Aoead ma lor period Jan 2B. 1968 *> Pad 24, 1988. Schsmsl II 8A5p& 
n de r an ce trae lor prated 1987 10 Dec 31. 1997. Schemes W a V TJOBpc. Rrwnca 

Horaw Braw R«eSpa Iram Jan 1, lesa 

■ imB MOHm STBRJBKI FUTURES QIFFE) 2S0Q00Q pGhtts of 10086 


Jan 14 

Ecu cert 
rales 

Rata 

against Ecu 

Change 
an day 

16 *7- from 
«rt rate 

96 spread 
v weakest 

Drv. 

ind 

< Wraul 

9.798700 

0.780602 

-0003842 

—1.14 

323 

a 

Italy 

1906.48 

1944.86 

♦007 

220 

063 

-15 
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COMMODITIES AND AGRICULTURE 


US watchdog increases silver surveillance 


MARKETS REPORT 


By Kenneth Gooding, Robert 
Corzlne and Gary Mead 


A US watchdog yesterday said it 
had increased its surveillance of 
the silver market after the recent 
fluctuations in its price. 

The Commodity Futures Trad- 
ing Commission - which regu- 
lates the US futures industry - 
said it intensified its surveillance 
efforts “when unusual events or 


activity occur such as we have 
seen lately in the silver markets". 

However, a CFTC official said 
this did not necessarily mean it 
was investigating possible manip- 
ulation of the market, as had been 
alleged, and refused to confirm or 
deny there was such a probe. 

Worries about a CFTC investi- 
gation or the possibility of a class 
action suit alleging manipulation 
caused silver to fall sharply last 
week. Yesterday it was buoyed by 
better sentiment in precious met- 


als markets. Traders said this was 
because of an apparent improve- 
ment in Asia's financial crisis. 

Palladium, which has risen 
sharply because of fears about a 
delay to exports from Russia, also 
benefited. Palladium's price was 
"fixed" in London yesterday 
morning at J24&50 a troy ounce, 
the highest for 18 years, and at 
one point touched $255. By the 
close in London, however, it had 
fallen back to $237. only 10 cents 
above Tuesday's dose. 


Oil continued to be bolstered by 
the latest showdown between Iraq 
and the United Nations over arms 
inspection teams. The price of 
Brent Blend for February delivery 
was quoted at $15.46 a barrel in 
late trading on London's Interna- 
tional Petroleum Exchange, up 8 
cents on Tuesday's dose. 

Oil markets in London and New 
York managed to slough off much 
of the day's developments, such as 
progress on finalising the oil sales 
agreements that are the only 


remaining h m-fTip to file resump- 
tion of Iraqi oil exports. Even 
bearish inventory data from the 
American Petroleum institute 
felled to be a drag on the market. 

Trading volumes for coffee 
futures on the London Interna- 
tional Financial Futures 
Exchange were low. at just 
1,952 lots, and the relative torpor 
in the market was reflected in a 
tight trading range for the day. 
with the March contract ending 
just 32 higher at $1,735 a tonne. 


Cocoa futures on LifTe . were 
much more heavily traded - 
10,033 lots in all - but the end 
result for the leading contract, 
March, was. little different- from 
that for coffee. March closed £6 
higher, at 0,043 a tonne. 

...Bearish -news continued . to 
emerge from Ivory Coast, with 
total, cocoa bean arrivals at ports 
put at 700,000 tonnes by January 
11. against 680,000 tonnes at the 
same point for file bumper 1996-97 
harvest- 


in sliver 


By Kenneth Gooding/ ^ . 
Mining Correspondent. 


Asia puts pulp recovery on hold 

J ust a few months ago. e-ii ; n ujto nric^s undermined by lower eco- ing demand in Asia for 

the talk among interna- nomic activity and by cur- and ualu Droducts ran 

tional forestry groups 


J ust a few months ago. 
the talk among interna- 
tional forestry groups 
was of rising prices and fet- 
ter profits in 1998. Such 
hopes are now hitting the 
earth with a heavy thud. 

After weeks of brushing 
off the threat to their busi- 
ness of the turmoil in Asia, 
companies are finally 
acknowledging that the cri- 
sis could hurt them. 

International Paper of the 
US, the world's biggest for- 
estry group, said on Tuesday 
that profits from wood pulp 
sales bad been dented by 
weaker Asian demand. 

Yesterday Sddra, Europe's 
leading producer of market 
pulp, predicted global 
demand would decline by 
between 5 per cent and 7.5 
per cent this year because of 
the Asian turbulence. 

Sddra announced it was 
cutting back production and 
demanded similar restraint 
from competitors as a pre- 
requisite for restoring bal- 
ance to the market. 

US and Scandinavian 
inventories of Northern 
Bleached Softwood Kraft, or 
long-fibre pulp - the indus- 
try benchmark - were 1.67m 
tonnes In November, above 
the 1.5m tonnes level denot- 
ing equilibrium between 
supply and demand. 

Industry observers suggest 
inventories in December 
may have risen by 150,000 to 
200,000 tonnes. The result is 
that pulp prices, having 
recovered steadily last year 
from a cyclical low of $480 a 





tonne in April to $610 by 
December, are sliding again. 

Mikko Tahvanainen, of the 
Finnish Forest Industries 
Federation, said transaction 
prices were about $560 in 
Europe, while spot market 
prices were below $500. 

The PIX index published 
this week by the F innis h 
Options Exchange put the 
average price at $574. 


“The very best you can 
say is that the [Asia] crisis 
has postponed the recovery 
in the paper industry. The 
question is whether it goes 
back down into a depression 
again." said Alastair Irvine, 
paper and packaging analyst 
at Merrill Lynch in London. 

Demand from Asia, which 
imports large quantities of 
long-fibre pulp, has been 


under min ed by lower eco- 
nomic activity and by cur- 
rency devaluations, which 
have inflated import prices 
by up to 80 per cent 

Such considerations have 
been largely discounted by 
forestry stock investors but 
the short-term outlook for 
demand and prices is weak. 

Large producers of market 
pulp, such as Sddra and 
MoDo of Sweden, and North 
American groups such as 
Weyerhauser and Georgia- 
Pacific are among those 
most immediately exposed. 

But pulp is the key raw 
material of paper, and any 
significant drop in pulp 
prices win eventually affect 
rates for paper grades such 
as newsprint and fine paper. 

Dennis Christie, forestry 
specialist at Dresdner Klein - 
wart Benson in London, said 
as soon as buyers of paper 
saw palp prices falling they 
would want price reductions. 

He sees paper prices fall- 
ing by 5 to 10 per cent over 
the next two quarters, not- 
withstanding claims by some 
companies that rates will 
hold firm. Pulp prices, he 
believes, "could easily go 
down to $400 a tonne if most 
producers don’t take enough 
down-time and the Asians 
stop buying”. 

Analysts agree prices will 
fall, but differ on how much. 
More bullish predictions sug- 
gest pulp rates will fall no 
lower than $500-$550 and will 
rally later in the year. 

One Stockholm-based for- 
estry analyst said underly- 


ing demand in Asia for paper 
and palp products remained 
strong and suggested pulp 
prices could start to rebound 
in the second quarter. 

Given the extent of uncer- 
tainty hanging over Asia, 
only a brave person would 
bet on the outcome. 

Price movements in the 
pulp industry, which has an 
estimated over-capacity of 10 
to 15 per cent, can be notori- 
ously diffi cult to predict at 
the best of times. 

Producers have in recent 
years shown more discipline 
in curbing production to off- 
set rising inventories or 
weaker demand. However, i 
concerted action still tends 
to be too late to avert price , 
declines, although it enables ; 
rates to recover more j 
quickly subsequently. . 

SOdra and Weyerhauser. 
which has also pledged to 
take downtime, are so far in 
a minority. Should prices dip 
much below $450 a tonne, 
many producers will be oper- 
ating below their cost of pro- 
duction. 

Prices may also come 
under pressure If south-east 
Asian producers exploit new- 
found currency advantages 
linked to massive devalua- 
tions to onload unsold 
stocks of short-fibre pulp on 
to western markets. 

It is not clear whether this 
threat will materialise. But 
even if it peters out, analysts 
say the perceived risk is 
enough to drive prices down. 


Ukraine plans 
further grain 
sector reform 


By Charles Clover in Kiev 


Greg Mclvor 


The Ukrainian government 
will undertake another 
reform of its grain producing 
sector in an attempt to 
increase market incentives 
to formers. 

A ministry of agriculture 
official said the state woold 
no longer force formers to 
sell part of their grain har- 
vests at an artificially low 
price, instead, they would be 
able to sell all their o utput 
at market prices through 
commodities wphang ts. 

“Every year, the govern- 
ment issues a decree on the 
mandatory purchase of 
grain," said Leonid Fodoly- 
anok, at the ministry of agri- 
culture. "For 1998, there has 
been no such decree, and 
according to my informa- 
tion. there will not be one." 

Under current policy - 
which dates from the early 
Soviet period - formers must 
sell io per cent of their out- 
put to the state at a dis- 
count Last year, total state 
orders were for 3m tans from 
a grain harvest of 35m tons. 
Freeing them from obli- 
gation win give the farmers 
greater incentive to produce. 

The mandatory state pur- 
chases have been abused in 
the past In 1996, for exam- 


ple, farmers were not permit- 
ted to export any of their 
grain until state orders were 
filled, which Jeopardised 
same $400m in grain export 
contracts and caused insol- 
vency among formers. Many 
farmers, meanwhile, have 
not been paid for state pur- 
chases for several years. 

Ukraine’s farmers still 
receive more than 25 per 
cent less for their grain than 
their counterparts world- 
wide because of the ineffi- 
ciency of the marketing sec- 
tor, which is run by Khlih 
Ukrainy (Bread of Ukraine), 
the grain storage and pro- 
cessing monopoly. 

While ' most analysts 
reacted, positively to the 
change, some were con- 
cerned. "The government 
has said that it wifi move 
out of the market, but will 
the private sector move in?” 
asked Boghdan Cbomiak, a 
policy analyst at Chemonics 
International, which runs 
the Ukrainian Agrarian 
Commodity Exchange Proj- 
ect in Kiev. 

The decision to elimina te 
mandatory state purchases 
is part of a broader move to 
reform Ukraine's agriculture 
sector. Last year, it was 
decided to break up and pri- 
vatise Khlib Ukrainy. 


Records were set in froth, the 
gold and silver markets in - 
December, according to the " 
London Bullion Market 
Association. .... V .. v : 

The . volume, of gold - 
cleared in London, the inter-, 
national settlement centre 
for gold bullion/-, increased ' 
sharply as the price-figl to 
the lowest level far 18 years. 

The average daily cl earing ■ 
turnover was 43.7m troy 
ounces, the. highest .level 
recorded by the LBMA since 

it started pn bUahin g the sta- 
tistics in October 1996. 

However, the value -'-of 
dally turnover, at $12.6bn, 
was well below the record iff 
$14bn seen in February last 
year. It was only slightly up 
on the Sl2-5bn a day cleared, 
in November, when the 
average daily volume was 

40.8m ounces. 

Analysts suggest that gold 
producers were rushing* to. 
hedge their output - in 
December as the price. fell 
from an average of $306 an 
ounce in November to an 
average $288.70. 

According to the LBNLA, 
the volume of silver cleared/ 
daily in December was also 
at the highest level it has 
yet recorded, as was the 
daily value. . 

Some 395-Sm tr oy ou nces 
of silver valued at US$!L3bn 
were cleared each day.. Ike 
highest levels previously 
recorded by the LBMA were 
a daily volume of 345.5m 
ounces in October last year 
and a value of $1.7bn in 
both October and November. - 

Silver’s price has. lieeri 
particularly volatile amid 
market suggestions that a 
syndicate is determined; to 
push the price up to at least 
$7 an ounce. The averagesil- 
ver price in London in 
December was $5,795' ah 
ounce, np from $5,076 in 
November. 
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LONDON METAL EXCHANGE 

[Prions from Amalgamated Metal Trading} 
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Precious Metals continued 

■ GOLD COMBt (ICO Troy c x: SAroy wj 


GRAINS AND OIL SEEDS SOFTS 


WHEAT UFFE (100 tonne*; £ par tonne) 


COCOA UFFE (10 tonnes; E/tonne) 


MEAT AND LIVESTOCK 

■ UVE CATTLE CME (WDOOfte; centttoe) 
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Total drily turnover 

72.027 


■ LME AM Official VS rates 18291 


Jn 

281.9 

-14 

- 

- 

- 

Jan 

7835 

-040 

- 

- 

- 

45 

Ite 

1017 

+5 

1024 

1012 4304 62325 

Fab 

65.400+0350 65300 64350 8216 

39381 

Fab 

282.4 

-14 

2873 

282.0 46.032 90383 

liar 

8055 

-0.45 

B0 JO 

80.50 

54 

9 ton 

tey 

1042 

+5 

1050 

1038 656 24.711 

Apr 

68.000+0300 68325 67 £25 7515 

33326 

Apr 

283.7 

-1.4 

2883 

2833 

9364 22.755 

tey 

8230 

-0.40 

83.00 

8230 

65 

3367 

Jul 

1063 

♦5 

1070 

1060 702 12.459 

Jun 

68.050+0.700 69.000 68.125 2.481 

21380 

Jun 

2855 

-13 

290.0 

2853 

445 12370 

Jut 

8460 

-0.40 

84.80 

8430 

5 

506 

Sfe 

1084 

+5 

1091 

1082 1.022 23373 

An* 

69325 +0.B0 68B90 69000 ffi6 

7338 

Ang 

2873 

-1.3 

2910 

291 J) 

10 5.804 

Sap 

8135 

+0.10 

- 

- 

- 

38 

Dm 

1112 

+5 

1120 

1110 1.147 27379 

Oct 
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■ WHEAT CBT (5,D00bu mfa; centa®fa bushel) 
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10JI311H343 

Total 




PLATINUM NYKEEX [SO Troy oz.; Srtroy oz.) ~ 


Jan 391.5 *183 393 0 3801) 57 83 

Apr 386.0 +150 3905 372 0 3.328 10.610 

Jill 384.0 +140 385.0 370.0 28 624 

Oct 383.0 +14.8 356.0 356.0 1 233 

Total 3,412 11,569 

■ PALLADIUM NYMEX [100 Troy cz^ Srtroy eg.) 

Her 23955 +3.15 24850 231.00 1506 3239 

Jo B 234.05 *090 24550 230.50 29 802 

Sep 231.05 +0.90 1 4 

Total 1535 35C 

■ SILVER COMEX 15,000 Troy <g.; CenaOtny oej 

Jan 5655 +05 570.0 5605 220 212 

M 5674 +04 - - 2 4 

Her 568.8 +A3 5815 5995 16.437 60203 

Hay 5698 +93 583.0 561.5 441 7532 

Jid 5695 +03 5768 5690 224 7.727 

Sep 5695 +U3 558 0 552.5 16 1.633 

Total 17,467 «J97 


Her 32980 -450 33780 32880 32545 55,267 

tey 33880 -380 34500 33780 5.157 14J63 

Jul 346-75 -100 354.00 345 DO 5800 21.488 

Sap 35280 -150 361.00 35280 414 1831 

Dee 36580 -2.25 37080 36480 541 1115 

Jul 35880 - - 357.00 25 23 

IMal 43857 95887 

■ MAIZE CBT (5800 bu min; centa/56S> buabri) 


■ COCOA CSCE (10 tonnes; SAonnes) 


■ L£ANHOGS CME (40,000ts; centsflbe) 


Nr 27175 +38 27880 27025 0813159868 

Ha> 28080 +3.75 28480 27650 11.711 S5S87 

J8 285.00 +425 28980 28180 12,674 64801 

Sep 28025 +1.79 282.50 Z7&7S 819 9221 

Dec 28025 +125 282.75 27850 11275 35.748 

Her 28625 +125 287.50 284.75 183 1.769 

Total 105807 328,191 

U BARLEY UFFE (100 tonnes; £ per tonne] 

Jan 7480 - 7*25 7425 27 45 


■ COCOA (ICCO) tSOffertonne) 

Jen 13 Price Pie*, dap 

Daly 121382 1218.75 

■ COrrtt UFFE (5 tonnes; SAomty 


■ PORK BELLIES CME (40#ma&; cema/tba) 
Feb 47.725-2200 51350 47850 829 520* 


ENERGY 

■ CRUDE OB. NYMEX (1,000 barrefe. S/bamri) 

laM Day's Open 


Jw 7480 - 7*25 7425 27 45 

ter 7550 -0175 7550 7550 5 1,410 

May 7550 -0.75 20 

Sep 7850 +025 6 

Total G6 1)648 

■ SOYABEANS CUT (5,000X1 mh, □rfa'H* Uriel} 


Jen 

1788 

+15 

1795 

1780 295 2396 

Har 

1738 

+S 

17a 

1732 2335 24075 

tey 

1718 

+3 

1735 

1715 1,789 9,465 

Jri 

1706 

+1 

1719 

1705 147 1007 

Sep 

1701 

+1 

1700 

1700 - B44 

Re* 

Total 

1701 

+1 

- 

- - 48 

7058 27088 


47.725 -2500 51350 47550 829 
47.100-2.400 49850 47825 399 
48500-2150 50 900 47.800 134 
48575-1.725 51950 48800 82 

46800-1850 47550 46800 4 


829 5204 
399 1.504 

134 1257 

82 752 

4 132 


LONDON TRADED OPTIONS 

SMw price S tonne — Cate — — Puls — 


CROSSWORD 

No.9,581 Set by ARMONIE 


■ COFFEE *0’ CSCE (37,500toe; cents/lte) 


■ ALUMINIUM 

(99.7%) LME 


price change Mga lor \M id 

16.82 +0.19 16.70 1B58 42,769 80826 
16.75 +0.11 1655 1659 30,875 78522 
1684 +0.08 17.05 1682 6,410 37.459 


17.14 +006 1722 17.06 3500 285*3 
1755 +0.05 17.47 1726 3868 39535 


- 17 65 17.49 2.186 19544 


Total 

■ CRUDE OIL IPE (Vbarref) 


Jen 664.75 -625 67450 66180 1507 1335 

Her 666.50 -725 675.50 661 90 43,025 57580 

Nap 66950 -8.00 67150 08580 6.707 27543 

Jel 672.75 -050 68380 66800 4,648 27805 

fat 670.75 -9.00 68250 669.00 276 4,735 

Sip 65100 -625 66680 66150 25 391 

Total 51368 132,168 

■ SOYABEAN OCL CST (flqOQOIbs: carta/Tb) 
Jan 2448 -0.04 2455 242S 1,355 1597 


16480 - 167.00 16180 5539 15530 

16045 +0.70 18200 15750 670 6835 

156.00 +080 18550 15380 537 2544 

149.00 +0.10 14100 14650 223 1.488 

14425 +0.10 14450 141.75 480 1,830 

140.75 +0.10 1 302 


Feb May Feb May 


Latest Day's Open 

price change regt Lorr VU M 
b 1549 +0.11 15.57 1584 10822 24025 

ft 15.50 +0.10 1550 1585 17506 82521 

r 15.68 +0.09 15.75 1557 4840 24.097 

ay 1558 +0.10 15.93 1176 2834 15.406 

n 1109 +0.12 1113 1199 1567 20285 

I 1125 +0.10 1131 162T 1,647 11,743 

tai rtfe rtfa 

HEATING OIL HYMSt (42800 1)5 dUS gtej 


Jan 2446 -104 2485 2425 1,356 1897 

Mar 2480 -0.05 2485 2454 11,425 56502 

tey 25.11 -0.08 25.19 2485 1.B06 19.160 

Jri 2128 -089 2137 2581 2811 1*263 

Aug 2125 -0. DP 2130 2100 206 4286 

Sep 25.10 -087 2110 2480 T1 1.73G 

TUN 18241 101,791 

■ SOYABEAN MEAL CBT (100 tons; Ston) 


ter 140.75 +0.10 1 302 

Total 4260 40,163 

■ COFFEE flCO) (IIS cerls/pound) 

Jen 13 PmL fe) 

Corap daty 12781 12136 

15 fey average 126.37 127.11 

■ WHITE SUGAR UFFE (50 tonnes; Srtonne) 


(Grade A) LME 


1700 


Pm. fey 
12136 
127.11 


1700 


LME Ctorinfl S/S rate! 1031O 
Spot 1 6303 3 niter 1 6232 6 rifts I815B 9 nnte 16085 


uteri Day's 
price change Mgh 
Ffe 4145 +036 46.70 

ter 4680 +020 47.4S 

Apr 47.35 +025 4750 

May 47.70 +025 4785 

Jun 4880 +025 4850 

JM 4680 +025 4175 

Total 

■ GAS OIL « (Stoma) 


Open 

Law M W 

4575 15858 54202 
4140 11862 33,338 
4685 3.704 17.671 
47.55 2870 10850 
4750 1744 14.953 
4820 1277 8.763 


Jan 195.4 -38 2014 194.6 3858 7.480 

ter 193.6 -32 1917 1910 14884 46.416 

May 1929 -IS 1982 1928 3227 2B854 

Jul 1952 -28 199.7 1942 2283 18534 

Ai« 1952 -34 2005 195.1 66 6.952 

Sap 197.0 -28 2015 1962 59 4,417 

Total 24881 116,177 

■ POTATOES UFFE (20 tonrWK £ per tonne) 


ter 2998 *09 3005 298.3 1868 21889 

tey 303-3 +17 3048 301.8 1835 9544 

Acs 3015 +10 3078 3015 237 4285 

On 301.4 +08 301.6 300.3 268 5.131 

Dec 3042 +12 304.7 3035 10 238 

Total 3518 41235 

■ SUGAR 11- CSCE (1 120OOtes; centa/lbs) 


1075 

■ BRENT CRUDE 
IPE 


ter 

830 

-30 

_ 

_ 

_ 

_ 

Apr 

1030 

-10 

1040 

1010 

12 

1.043 

May 

1130 

-30 

_ 

_ 

_ 

67 

Jun 

1210 

-33 

- 

_ 

_ 

- 

ter 

ToW 

540 

- 

- 

- 

12 

1,153 


11.54 - 11.60 11 -5320,882 90.405 

1139 +0.04 1143 1127 4.722 40834 
1120 +0.03 1122 11.18 2,462 27562 
11.19 +083 1122 11.16 1892 32537 
11.16 +0.02 11.18 11.14 414 7805 

11.12 +082 11.12 11.12 220 1872 

' 30892 20 3335 


40 

80 

17 

*1 

27 

67 

27 

52 

17 

55 

42 

85 

Feb 

May 

Feb 

May 

77 

124 

13 

37 

44 

95 

30 

56 

22 

70 

58 

80 

Jen 

Mar 

Jan 

Mar 

119 

1*1 

31 

73 

88 

116 

50 

88 

66 

95 

78 

127 

Mar 

May 

Mar 

May 

22 

53 

30 

36 

14 

42 

47 

50 

10 

33 

66 

66 

Mar 

Apr 

Mar 

Apr 

31 

55 

88 

. 

14 

. 

_ 

_ 

9 

25 

- 

- 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) «x- 



... - . •• 


< <3$**** 
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— =r~~ •~ r 


■ -r.-w 


Jsrv-'.- ' 


ssassv 


•TTEt .„ 


■iw 

1547 

_ 

1557 

1537 5067 34042 

Feb 

57050-0.350 57000 57075 3077 

21020 


r- 

tey 

1584 

+12 

1580 

1574 1041 23,773 

Apr 

5602S-O025 56000 56.150 2008 

12079 

■■ ■ 

•P' \m - ” 

Jri 

1615 

+13 

1618 

1607 333 5044 

Jtn 

64025-0.125 64.650 64.100 

938 

6098 



S«P 

1644 

+9 

1645 

1635 312 5,751 

Jri 

64.150-0.100 6*450 64000 

276 

1638 



DM 

1675 

+12 

1878 

1669 486 9011 

Aug 

62.175 -0.125 61350 62.050 

38 

844 



ter 

1706 

-6 

1709 

1698 135 1053 

Oct 

59-100-0.125 59200 58.900 

28 

986 



Total 




7074 91093 

TeW 







'*• it 






- ■ COTTON NYCE (SO.OOOSW; cams^rt) 


FRBQHT (BIFFEX) UFFE ($10/lntley point) ” 


■ MGH GRADE COPPER (COMEX) 


Sett Day's Opm 

price change lOgti Low Val kd 

7150 +0.40 7780 76.40 1.103 1.734 
7685 +035 78.10 7160 368 2896 

77.30 +0.40 7180 7190 12.440 36864 
7785 +035 78.90 7120 52 1854 

78.10 +035 7950 77.90 440 5565 

7850 +035 79 SO 79.40 54 1,693 


San Day's Open 

price change Mgh Luar W kit 

141.75 -180 142.00 14150 5253 29,186 
14325 -180 143.50 14280 4822 13835 
14525 -050 14525 143.75 1 8B9 9881 
147.00 -1.00 147.00 14175 1.363 4.477 
148 75 -0.75 14900 147.75 1.163 11871 

150.75 -0.75 ISO 75 14950 440 3244 


Jan 

1137 

-23 

1150 

1137 

158 

625 

Mr 

1120 

-30 

1140 

1126 

62 

195 

Mar 

1175 

-5 

1180 

1175 

55 

233 

Apr 

1207 

-28 

1225 

1210 

62 

495 

Jri 

1080 

-20 

1080 

1080 

32 

129 

ToW 

Ctee 

PlW 



342 

1,736 

BH 

1204 

1214 






NATURAL GAS PE 0800 DleRK pen pw ten* 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Prices supplied by N M RgthscbBd) 

GofcHTroy oz) S price £ aqmv SFr aquiv 


OofcKTVoy oz) 
Close 
Openfcig 
Morning fix 
Afternoon (be 
Day's High 
□ey's Low 
Prawius dose 


S price 
263.10-28380 
28100-26140 
285.90 
282.50 
28680-28880 
28280-282.40 
2804028000 


175.323 424276 
173.185 419.088 


Loco Ldn Mac 

1 month ...._.. 

2 mo n th s 

3 months 


an Gold Landing Rates (Vs USS) 

3.72 6 months 3.71 

3.71 12 months J.72 

3.71 


pftroy oz. 
35025 
350.05 
351.15 
351.70 
S price 
279.50-38280 


US cts equip. 
570.00 
567.15 
566.40 
582.70 


£ equlv. 
171.0-173L0 


Fab 

14.000 -0030 14 750 14000 

120 3.465 

ter 

10.800 +0070 10000 10.790 

50 10S 

TeW 





■ NATURAL GAS IfflffX (1D0OO ndi; STnvnSBJ 


Lataat Day*! 



Open 


price rliangr 

Wgh 

1 am 

Vri M 

Feb 

2040 +0.026 

2070 

2001 30208 37011 

Mar 

2030 +0018 

2055 

2001 

B029 27062 

Apr 

1D45+00Z! 

2055 

2020 

1099 13045 

May 

2.060 +0 021 

2070 

2045 

1011 11070 

Jua 

2095 +0020 

2100 

2075 

1026 10055 

Jri 

2.115+0025 

2130 

2100 

887 ia5Z7 

TOW 





■ UNLEADED GASOUI£ 



NYMEX (41000 us grit: c/us gaas.1 



latast DqTi 



Wan 


price rfiangn 

Mgh 

Low 

Vri tat 

ftt 

5145 +006 

51.70 

50.90 1105* 33.415 

ter 

51.90 -003 

■pm 

5130 

7,450 21050 

ta 

54.60 +0.15 

54.75 

54.10 

1473 17.123 

May 

5400 +0.30 

55.10 

5400 

2065 11042 

Jwi 

S40Q +0.45 

5400 

54.35 

612 8,518 

Jri 

54 40 +0^5 

54.40 

54.10 

665 7,146 

Tetri 





PULP AND PAPER 

■ PULPEX OMLX (USS; 24 fe dry tans) 
Saa Day’s 


ter 65 88 -088 6585 6146 7507 38324 
■ay 67.27 - 67.30 68.95 1376 15,490 

JH 6156 +0.35 8165 6130 902 75807 

Oct 7085 +022 7155 7080 290 1891 

Dae 7182 +0.17 71.90 71.65 1,172 16^74 

ter 72.67 -088 7285 7285 34 584 

TOW 11824 67851 

■ ORANGE JUICE NYCE (1580006; centslb^ 

ter 8105 -2195 8925 8680 2801 19,722 

May 91.80 +166 9200 8980 392 1713 

JM 9115 +7.65 0(80 9150 375 4.314 

Sap 8115 +7.45 - - 80 2,048 

ter 100.60 +6.80 96.15 9a00 2 1,820 

Jaa 10130 +0.45 10180 10180 2 596 

Total 3852 31300 


Ofeal $1380-385 4X05 

Brant Blend (dried) Si 481 -4.86 -0163 

Brent Blend (Fab) S15.41-5A6 -0.035 

W.T.I. $1686-6.60 +0.05 

■ OIL PRODUCTS MWEpnaapt dafivary Cf (tone) 


Premium GaaoUne 

Gas Ofl 

Heavy Riel OQ 

Naphtha 

Jet fuel 

Diesel 


$171-173 

$142-144 

$70-72 

$157-158 

$162-163 

$147-148 


NATURAL GAS (Peneertharm) 


Barton (Feb) 14.00-1425 +032 

FWafewn ArguL TeL London tOtTI) 359 8782 
■ OTHER 



price change High law 

Vri 

M 

■ar 

46800 -700 469.50 46150 

51 

425 

JM 

491.00 -ISO 491 00 48200 

64 

307 

Tent 


122 

754 


FUTURES DATA 

A3 futures data suppied by CMS. 


VOLUME DATA 

Open interest and Volume date shown far 
contracts traded an COMEX. NYMEX CBT. 
NYCE. CME. CSCE and IPE Crude OB we 
one day ki arrears. Votime & Open Interest 
totals we lor all traded months. 


INDICES 

H Routers (Base 16/3/31 *100) 


Minor metals from Mew Bfedn 
Euopeon free mwtat, S par ft in venhotoe. 
wfces Otewbe stated 0es week's bi brackets, 
artien change^. Anlhwm y 998S1*. $ per tonne. 
1 .850.-1 .620 (1,540-1,810). Btenoth: irkn. 
9909«. tome lots 380-320 P80-32R. Ced- 

«*w mtn 893574. oena a potato, 3000-35.00 
[30.00-4080, CoMt MB tree rnsrkel. mfcl. 

S6.0O-S38U. rrtn. 89.344. 17.80-18.30 

(17.90-11401. M c ioey. mh 91995b. $ per 7B b 
flask. 140-150. Molybdenum: drummed molybefle 
oride, 3.80-3.85 0.80-3.96). SetenhmE mb) 
90894. 280-380. Twgsten etw stendwd mh. 
G6M. $ per tonne upp HOksJ W3> OF. 4042. 
Vaaa&K msi ««,. OF. &55-6.16 (160-680). 
Urankm Nutso imrMCM eruJu i y s «atus. 
885. 


Jan 14 Jan 13 month ago 
1724.0 1717.8 1760.8 


year eon 

1891.6 


■ CRB Rimes (Base: 1967 = 100) 
•tan 13 Jan 12 month ago 
22680 222.80 

■ CSCI Spot (Base; 1970 = 100) 

•tei 13 Jan 12 month ago 
169.03 16727 179.81 


LME WAMMOUE STOCKS (tOMMO) 


Aluminium 

-2950 

to 

614.800 

Aburinkfn afloy 

+360 

to 

43,040 

Copper 

-25 

» 

340.750 

Lead 

-375 

lo 

111.850 

mem 

-72 

IO 


Zlne 

-2075 

to 

489.125 

Tn 

-40 

fa 

13005 


Gold (per troy (01 
SOver {per troy wji 
Ptatbium (per tngy at) 
PaSadmm (per troy oz.) 
Copper 

Lead (US prod) 

Tm (Kuala Lumpur) 

Tin (New York) 

Cattle (Bvb welghtj 
Sheep (five welgtii) 

Pigs pva welghQt 

Lon. day sugar (raw) 
Lon. day auger (wta) 
Bailey (Eng. feed) 
Mates (US No3 Yellow) 
Wheat (US Dark North) 
Rubber (Fet^V 
Rubber (Mw)f 
Rubber (KL RSS Nol) 
Coconut Ol (PhtD§ 

Prim Ofl (Mriay.)§ 
Capra (RiB)| 
Soyriwns QJSj 
Cation OjtoaKfi,’ Index 
WboHaps (&Js Super) 


C par ta FW iriw Mteriw nwuii p c cenefe. 

r iwggkAp. m MaUiui ewan^. y JwVFaO ■> Jan 
flan Qan __R^ri at $ OF H u a efe i n $ BuMn maru 
dom. ’ Oaigs on nek tfiaeed tn ijE lad al pigs 
s old . 


ACROSS 

1 The obstinacy of sprite 
tucking into beastly food 
(4-4) 

5 Moral turpitude, initially 
found in the hunt (6) 

9 Subject Antonia dissemi- 
nated to student (8) 

10 Make a mistake with com- 
mission (6j 

12 Peripheral restriction for 
telephone receiver (4,5) 

13 Found dog following com- 
mander (5) 

14 Courageous dap embrac- 
ing sovereign (4) 

16 The issue surrounding fear 
of plant <7) 

19 Performer playing a cornet 

(7) 

21 Muscle complaint (4) 

24 About to store herb (5) 

25 Finally succumb to roam- 
ing winger (9j 

27 Duck pate's made of this 
for Roland's comrade (6) 

28 Enthuse about dress fea- 
ture rejected in clothes 
bumness (3,5) 

29 Reallocated Rhoda's 
reserves (6) 

30 The contract is unable to 
accommodate kitchen item 

(8) 

DOWN 

1 Sunbathe with dull divers 
(6) 

2 Prayer cheered some (6) 

3 Lothario entertaining love 
for novelist (5) 

4 King Edward’s erudite (7) 


6 Hospital's appropriate in 
Yorkshire town (9) ' 

7 One looking for a vault in 
the oracle (8) 

8 The promised land for lad 
involved with rodeo (8) . 

11 Subordinate to praise miss- - 
ing bishop (4) 

IS Looking up those jpeople in 
winning design (2,3,4)- - - 

17 A lump in the. mixture used 
in the kitchen. (3,5) Ts - .*+ ’ ‘ 

18 Sailor swept up sand in 

church (8) - 

20 Bishop of York lifted gar- 
ment (4) 

21 Word of approval 'about . 
advert leads to boastful- 
ness (7) 

22 Scoundrel in^ spy organisa- 
tion is a six-footer (6) 

23 Old king is good in knitted . 

beret (6) * -t ■ 

26 Hit man is to have a swim 
IS) . ; . 



-- J -j 
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LONDON STOCK 




Footsie extends rally but closes below best 


F 15 E AffrSfwnr Index 
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MARKET REPORT 


By Steve Thompson. 

UK Stock Market Editor 


The UK equity market’s 
rehabilitation was taken a stage 
further yesterday, although 
stocks closed well below the 
day’s highs. 

Dealers remained cautious 
about short-term prospects, 
moisting that global markets 
were extremely nervous about 
events in Asia. 

Once again, tbe good news 
driving London and other global 
stock markets started in the US 
on Tuesday and carried on into 
Asian markets, finally bringing 


out the buyers in Europe. 

The Dow Jones Industrial 
Average added another 84 points 
on Tuesday, while Hong Kong, 
up almost 6 per cent. Singapore, 
up 7.5 per cent and Jakarta, 5.7 
per cent higher, were the pick of 
tbe Asian markets. 

There was. however, less good 
news for London stocks as the 
Dow came in mixed at the start 
of trading yesterday following a 
stronger- than-expected retail 
sales figure for last month. 

International events out- 
weighed some rather disturbing 
domestic economic data released 
yesterday, which caused a 
decline in gilts amid fears that 
another increase in UK interest 


rates might now be on tbe cards. 

The losses in gilts, which 
showed longer dated issues down 
well over a full point, stemmed 
from a much stronger-than- 
expected employment report, a 
higher than forecast increase in 
underlying average earnings and 
from the minutes of the Decem- 
ber meeting of the monetary pol- 
icy committee. 

At the close of a busy day in 
the market, the FTSE 100 index 
posted a 23.0 gain at 5.106.9. 
extending the rise over tbe past 
two sessions to 38.1. The index 
closed well below the day's best, 
5,135.8. reached just before Wall 
Street kicked off. 

Rises in the FTSE 250 and 


FTSE SmallCap were more 
muted, but both still managed to 
record useful rises. Hie 250 index 
put on 6.8 at 4.823.3 and the 
SmallCap 10.0 to 2.350.1. 

Dealers were by no means dis- 
appointed with the level of turn- 
over in equities yesterday, which 
continued to compare favourably 
with pre-Christmas activity. By 
6pm turnover was 900m shares, 
the highest daily total this week. 

There was no shortage of indi- 
vidual features in the market. 
Fears that the poor performance 
of Kingfisher's Comet electrical 
retailing division would see Dix- 
ons similarly affected, were con- 
firmed by the latter, which 
accompanied its annual Christ- 


mas trading update with a profits 
warning that hit its share price. 

Financial sectors were broadly 
higher, especially tbe banks, 
which reffected relief over the sit- 
uation in Asia. Bui General Acci- 
dent was among the FTSE 100's 
losers as the market took into 
account the co mpany' s exposure 
to the big freeze in Canada, 
described by some as the worst 
natural d 1saig *' pir in Canada's his- 
tory and which, it is feared, win 
lead to heavy insurance claims. 

On tbe upside, Cadbury 
Schweppes’s deal with Coca Cola 
saw the shares rocket and Rio 
Tinto pleased the market by 
announcing its intention to buy 
back 10 per cent of its shares. 



-->1907!- 

Henara/Togc \ ; 


Indices and ratios 


FTSE 100 510R9 

FTSE 250 48233- 

FTSE 350 24613 

FTSE AB-Share 240642 
FTSE An-Share yield 333 


FT. 30 :. 32669- 

FTSE Nob-fins p/e - 20.11' ^ 
FTSEIOOFut Mar- ' 5T-1&XT - 
lOyrGfltyseW . '6.1 t-V 

Long gflt/eqtrtty ykJ ralio 1.91 


Best performing sector* 

1 Tetecommunkatiare ____ — 

2 Extractive bids — 

3. Support Sendees ! 

4 Food Producers 

5 Property 


Wont pe itu f ftdn g s e ctors 

T .Rotates; General .. 

2 Engineering ; 
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Flemings 
warns on 
Asia 


By Martin Brice, Peter John, 
Joel Kibazo and Melanie 
Senior 


stocks included Tate & Lyle, 
off 5 at 524p and 
Smith & Nephew, up 2 at 
174Vip. 

Mr Bint added: “The full 
impact on earnings esti- 
mates is far from being dis- 
counted. Investors should 
continue to build weightings 
in defensive stocks.” 


Two of the worst performers 
in the FTSE 100 were 
Rolls-Royce, off 5 to 217p. 
and British Aerospace, down 
41 to £16.54 on fears of a 
decline in aerospace orders 
from Asia. 

The move was said to be 
sparked by news that Philip- 
pine Airlines planned to can- 
cel orders for four Boeing 
B747-40U aircraft. The two 
stocks have also been high- 
lighted in research from 
strategists at Robert Flem- 
ing Securities that pin- 
pointed UK stocks most vul- 
nerable to Asia. 

David Bint at the broker 
has told clients: “The south 
east Asia crisis is likely to 
prove more acute and more 
long-lasting than the market 
expects." 

He believes stocks vulner- 
able to currency movements 
include Molins. static at 298p 
after its 50 per cent under- 
performance of the market 
in the past five months: 
Weir Group, up 2 at 267! ip: 
Vickers, down l 1 - at 233‘/*p 
and Fairey Group, up lli at 
495p. 

Tbe research concluded 
that the biggest losers from 
a global slowdown would be 
Molins and Rio Tinto. up 
15! i to 7l3p after announcing 
a share buy-back. Defensive 


Standard dips 

Uncertainty about the 
exposure of Standard Char- 
tered to problems in Asia 
saw the shares fall a further 
19 to 543p. 

Analysts are increasingly 
concerned about the quality 
of the bank's customers, fol- 
lowing the collapse of Pere- 
grine, the Hong Kong invest- 
ment bank. 

There is also a belief that 
Standard's most profitable 
returns are from countries 
where it has a strong hold 
on business but where the 
International Monetary 
Fund is now demanding 
increased competition. 

Standard is just the most 
obvious casualty of Asian 
distress and Paribas, the 
French broker, yesterday 
issued warrants on the five 
European b anks it believes 
most exposed to Asian risk. 

Tbe only UK bank in the 
basket was Royal Bank of 
Scotland, the others being 
BNP, Commerzbank, Dresd- 
ner. Socidtd Gdndrale. But 
tbe potential weakness in 
Royal Bank shares was off- 
set by encouraging signals 
from Merrill Lynch. 

Merrill added Royal Bank 
to its list of its 11 top Footsie 
choices, arguing that 
upgrades are continuing and 
the stock is on a low rating. 


For more 
information 
on your 
markets ... 


Our Management Reports contain 
concise, relevant information on the 
rapidly changing healthcare, 
pharmaceutical and medical device 
markets worldwide. 


These fact-filled reports ensure you 
stay fully Informed and market- 
responsive at all times, thereby 
providing you with an economical 
alternative to commissioning your 
own research. 
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The shares lifted 20 to 805p. 

There was no hiding place 
for electrical goods retailer 
Dixons after it issued a prof- 
its warning for the full year 
and posted interim profits at 
the bottom end of market 
expectations. 

Specialists had been brac- 
ing themselves for poor fig- 
ures but one of their number 
said: “It was much, much 
worse than anyone had 
expected." 

Dixons said full-year prof- 
its for the year to May 1998 
will fall below market expec- 
tations. This accompanied 
first-half results that showed 
consumers had delayed 
spending over the Christmas 
period. 

It revealed that retail sales 
for the eight weeks from 
November 16 to January' 10 
increased 8 per cent, but 
were 4 per cent lower on a 
like-for-like basis. 

The shares fell, closing 58 


or nearly 10 per cent down 
at 524p. by far the worst per- 
former In the FTSE 100 with 
turnover a hefty 16m. 

Analysts moved to down- 
grade profit expectations 
with Dresdner Kleinwort 
Benson said to be near the 
bottom of the range, having 
dropped from about £250m to 
£20510. 

Tarmac was the worst per- 
former in the FTSE 250 after 
a trading update prompted a 
series of broker downgrades. 
The stock lost 9 1 .'* to 97‘Ap. 

One analyst said the com- 
pany seemed to be pointing 
estimates downwards from 
the consensus of about 
£120m for 1997 to about 
£110m or £115m- 

Analysts contrasted Tar- 
mac’s plight with the recent 
trading update from Aggre- 
gate Industries, which was 
easier at 53 s /. p after a trading 
update on Tuesday that 
talked of price increases and 


a recovery in volumes. 

Traders suggested any fur- 
ther weakness in Tarmac's 
share price could prompt a 
bid as the recent takeover of 
Redland had shown there 
was a demand for aggregate 
businesses. 

Confectionery and soft 
drinks gronp Cadbury 
Schweppes was easily the 
best performer after it said 
its US Dr Pepper/Seven Up 
unit had signed a long-term 
agreement with Coca-Cola 
Enterprises, which extends 
tbe period Coca-Cola will 
manufacture, sell and dis- 
tribute Dr Pepper products. 

The shares rose 52 l /= or 8/5 
per cent to 685p with market 
specialists suggesting there 
was general relief that CCE 
is to continue supporting Dr 
Pepper and the group’s other 
brands in the US. Volume 
was 7.9m. “Some of the risks 
have been dispelled," said 
one analyst 
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BT hits fresh high 

Shares in British Telecom- 
munications hit a record 
high yesterday as a report 
raised hopes for its planned 
entry into broadcast ser- 
vices. 

The shares gained 15*'; to 
516‘4p in trade of Wm- 

Merger speculation was 
said to be behind the 
advance seen in Telewest 
Communications. Tbe shar es 
gained 8 to 78p. 

Oil majors BP and Shell 
Transport gained ground as 
NatWest Securities, the prin- 
cipal bull of the sector, pub- 
lished research arguing the 
recovery case. The broker 
remains convinced that, 
despite the economic prob- 
lems in Asia, oil demand will 
pick up in the region this 
year. 

The broker reinforced its 
positive recommendations 
on Shell and Lasmo and put 
BP back on the list of 
straight buys. Shell lifted Vi* 
to 411V«p, BP 10 to 802%p and 
Lasmo 2 to 253‘/ip. 
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Recovery in Asia steadies bourses t ¥jJ" u “ n 


MARKET FOCUS 


WORLD OVERVIEW 


A further recovery in Asian 
stock markets and curren- 
cies allowed a measure of 
calm to return to interna- 
tional financial markets yes- 
terday. but no one was 
claiming the crisis was over, 
writes Philip Coggcn. 

Some reassuring com- 
ments from US deputy Trea- • 
sury secretary Lawrence 
Summers as he toured the 
region, Indonesia's apparent 
commitment to economic 
reforms and an easing or 
interbank rates in Hong 
Kong all helped sentimenL 
Most Asian markets were 
higher and Hong Koag. Jak- 
arta, Kuala Lumpur and 
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M anila managed rises of 56 
per cent. 

European markets edged 
higher on the back of the 
Asian advance but the mar- 
kets are still clearly sorting 
out the effect of the crisis on 


the prospects for corporate 
earnings. A note from Flem- 
ings Research argued that 
“the full impact on earnings 
estimates is Car from being 
discounted. Investors should 
continue to build weightings 


in defensive stocks such as 
utilities, food producers and 
pharmaceuticals.’' 

Flemings cites a list of 
European stocks that are 
most at risk from the cur- 
rency falls in the region: 
ABB, Alcatel Alsthom, (Var- 
iant, Clarins, Danelli, FAG, 
Hoechst, KLM, Krupp- 
Hoesch. MAN, MetaUgesell- 
schaft, Pirelli, R6my Coin- 
treau, Rieter, Suker, Thom- 
son-CSF and Usinar Sacilor. 
These stocks have already 
underperformed the Euro- 
pean benchmark by 12 per 
cent since August 
US investors' have similar 
worries. ‘The US stock mar- 
kets stands on the brink of 
the fourth-quarter reporting 


season.” . said Edmond 
Warner, global strategist at 
NatWest Markets. • 

This could be the quarter 
when earnings expectations 
finally get a reality check. 
Downgrades are. finally 
starting to appear, but only 
in year one. Long-term 
expectations remain mas- 
sively too high." Mr Warner 
added. "Investors have 
already shown their willing- 
ness to punish stocks which 
fall short of expectations. We 
fear there may be many.'* 

As the graph shows, the 
US stock market stDl trades 
on a rating that presumes 
healthy earnings growth. 


San Miguel 
bid hopes 

A looming takeover battle 
for brewing group San Mig- 
uel, one of the Philippines’ 
roost famous corporate 
names, dominated trading 
in Manila yesterday. 

The market gained nearly 
6 per cent on news that First 
Pacific, a Hong Kong-based 
investment find, is in talks 
to boy a 47 per emit stake in 
San MigueL 

Analysts said a deal could 
help to revive the stock mar- 
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Dow turns Search for new plays 
lower as techs lifts Mil an to fresh high 

-m • 0 . to 40 per cent this year. The would encourage a to turn to 
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AMERICAS 


Wall Street turned lower as 
the earnings reporting sea- 
son gathered pace, modestly 
denting two days of strong 
rally, uri/cs John Labcte in 
:Vw York. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was ofT 20.18 to 7.711.95. 
The broader Standard & 
Poor’s 500 index lost 2.83 at 
949.29. while the Nasdaq 
composite index, which is 
weighted in technology 
shares, softened 4.96 to 
1. .536.67. 

"We had the rally because 
we were so oversold last 
week." said Arthur Hogan, 
senior equity trader at Mor- 
gan Stanley. “Now that's 
done and people are taking a 
real hard look at what 1998 
will look like.” 

Cautious statements by 
technology companies cap- 
tured investors' attention. 
Intel, the leading semicon- 
ductor producer, beat con- 
sensus estimates for the 
fourth quarter, but said it 
expected a flat performance 
for the first quarter of 1998. 
Bear Steams cut the compa- 
ny’s rating, and Intel came 
ofT $2 it at $74’i. 

Also putting pressure on 
the tech sector was 
Advanced Micro Device, 
which fell $■''■ at S18’» after 
an analyst cut its earnings 
estimate. The semiconductor 
index of the Philadelphia 


Stock Exchange was off 
more than 2 per cent to 
261.56. 

Other earnings due out 
this week include Apple 
Computer. Eastman Kodak, 
and General Electric. 

Among Dow component 
shares. P hili p Morris was 
down SI?* to S46J2 and East- 
man Kodak lost $2 : -« at S59£. 

Banking stocks made solid 
gains as Treasury bond 
yields moved lower. Shares 
in BankAmerica rose more 
than 4 per cent to S67g while 
NationsBank gained Sl% to 
859 f*. By early afternoon the 
long bond had gained ’« at 
I05 7 >. sending the yield 
lower at 5.712 per cent 

TORONTO bad a muted 
morning session, taking its 
direction from Wall Street 
and paying scant heed to the 
continued rally for the 
heavyweight golds sector. 
The 300 composite index was 
up 8.31 at 6.337.90 at noon. 

Golds stayed active, 
adding to the near 8 per cent 
gain racked up by the sector 
at the close on Tuesday. Bar- 
rick added a further 90 cents 
at CS25.10 and Placer Dome 
put on 45 cents to C$17.15. In 
contrast, banks were dull. 
Bank of Montreal came off 
50 cents to C$59.75. 

The broader market was 
mixed. Alcan Aluminium 
gained 55 cents to C$37.80 
and BCE added 40 cents at 
C$46.75. Seagram retreated 
80 cents to 054555. 


Sao Paulo dips midway 


Latin American centres 
traded quietly. SAO PAULO 
moved sideways in dull vol- 
ume with the Bovespa index 
slipping 56 to 9,359 at mid- 
session. 

Interest in Telebras was 
muted in spite of the news 
that the telecoms heavy- 
weight plans to release its 
1997 results next Monday. 
The shares came off 0.7 per 
cent at R$117. 


MEXICO CITY also 
showed little change. “It’s a 
directionless day so far. Asia 
is taking a back seat Every- 
one’s watching New York,” 
said one broker. 

The EPC index added 2.74 
at 4.676.29 at midsession, 
having moved lower at the 
close on Tuesday after 
rumours about the ill health 
of Carlos Slim, the chairman 
of telecoms giant, Telmex. 


Records continued to tumble 
in MILAN, as the the Mibtel 
index ended the day 168 
higher at an all-time best of 
18.027. having touched an 
intraday record of 18.179 at 
midsession. 

The market bas gained 
more than 7 per cent in the 
first two weeks of 1998. 
helped by investors switch- 
ing from low-yielding bonds 
into equities. 

Enthusiasm for new issues 
continued unabated. Olivetti 
gained L89 to Ll, 482 after 
confirming it would launch a 
L670bn capital increase on 
Monday. 

“Italian investors are des- 
perate for new plays; that is 
why recent issues have been 
so successful," said Marco 
Nascimbeni at Merrill 
Lynch. 

Elsewhere, insurers were 
mixed. La Fondiaria lost L84 
to L9.842 on reports that 
reformist chief executive 
Roberto Gavazzi might 
resign. However. Generali 
was L1.000 better at L48.617 
and INA gained L48 to L3.750 
on well-received results. 

FRANKFURT pulled back 
from its best levels as a fal- 
tering Dow overcame the 
benefits of a stronger dollar. 
The Xetra Dax index fin- 
ished 4.60 easier at 4,145.41. 

Against the trend. Adidas 
jumped DM10 to DM247 as 
the sportswear group was 
upgraded by both Commerz- 
bank and Paribas on the 
improved outlook for the 
sportswear group’s earnings 
after its merger with 
France's Salomon. 

MAN fell DM22.70 to 
DM482.35 as Deutsche Mor- 
gan Grenfell cut its recom- 
mendation and reduced 
earnings forecasts as a result 
of the impact of the Asian 
financial crisis on the indus- 
trial group . 

SAP advanced DM6.80 to 
DM579.50 as the software 
group said It planned to 
expand its workforce by up 


to 40 per cent this year. The 
company was also supported 
by Tuesday's news of better - 
than-expected earning* from 
InteL 

PARIS ended 16.87 higher 
at 2.919.80 on the CAC 40 
index, lifted by the firming 
dollar and two-day rally in 

Asian mar kets. 

SGS-Thomson had a busy 
session, roaring ahead to a 
peak of FFr360.7 immedi- 
ately after the fourth-quarter 
results from Intel of the US 
but r unning into heavy 
profit-taking^ late in the ses- 
sion. The stock finished 
FFr9.10 higher at FFr337.L 

Banks were mixed. Sod£t£ 
G6n6rale added FFr22.00 to 
FFr730 as Asian fears 
became more muted and 
Paribas put on FFr10.00 to 
FFr524. 

But BNP gave up early 
gains to close off FFr6.10 at 
FFr278.9. Mlchelin added 
another FFr5.80 to FFr295.6 
as investors continued to 
warm to hopes for new tyre 
technology. 

AMSTERDAM remained 
broadly Higher with the AEX 
index improving 12.04 to 
923.58 on another solid day 
for the dollar and financials 

Aegon led the latter 
higher, reaching a record 
high of FI 196.70 before slip- 
ping back under pressure 
from the options pits where 
Aegon lots accounted for 7 
per cent of the day's volume. 
The shares ended up FI 3.40 
at FI 196.80. 

Philips remained a good 
market, adding FI 4.60 to 
FI 120.80 for a two-day 
advance of 5.6 per cent 

ZURICH turned cautious 
as the session progressed 
and the SMI index turned 
back from an early h igh of 
6,244^ to close 19.5 lower at 
6,149.8. 

The pullback came as 
Bank Julius Baer issued a 
bullish note forecasting that 
the market would, continue 
its liquidity-driven rally in 
coming months. It added 
that easing interest rates 


Platinum producers surge 
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Johannesburg featured 
sharp rises in platinum pro- 
ducers as precious metals 
prices hit 18-year highs on 
concerns over Russian sup- 
plies. Anglo American Plati- 
num rose R8 to R58.50 and 
Impala Platinum gained 
R4.75 to R39.75. The broad 


market put in a firm perfor- 
mance although investors 
remained cautious on wor- 
ries over Asian uncertain- 
ties. The overall index 
gained 116.3 to 5,807.9. 
Golds jumped 32.8 or 4.6 per 
cent and industrials rose 
106.6 at 6.964.1. 
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Tokyo rises on ‘help’ rumours 


ASIA PACIFIC 


Bargain-hunting and 
growing hopes that the Japa- 
nese government might 
implement further measures 
to lift the economy sup- 
ported a 2-5 per cent rise in 
TOKYO, writes Michipo 
Nakamoto. 

The Nikkei 225 average 
climbed back over 15,000 for 
the first time in four ses- 
sions. gaining 366.04 to close 
at 15.121.98. The index fluc- 
tuated between 14.866.23 and 
15.148.95. 

News that the ruling party 
is to propose a plan to re- 
evaluate corporate land 
holdings, and thereby 
improve banks' capital 
bases, helped to lift market 
sentiment. 

Furthermore, suggestions 
by Ryutaro Hashimoto. 
prime minister, that a one- 
off tax break might be 
extended, and news that he 
had instructed a key govern- 
ment member to study fur- 
ther economic measures, 
added cheer. The overnight 
rise in New York and the 
performance In other Aslan 
markets also helped to lift 
sentiment. 

Property companies were 
actively sought on news that 


banks might be allowed to 
revalue their land holdings 
at prevailing market prices. 
Mitsubishi Estate rose Y60 to 
Y1.3S0. 

Banks also rose on the 
news. Industrial Bank of 
Japan rose YU to Y200 while 
Bank of Tokyo Mitsubishi 
gained YSO to Y1.740 in 
heavy trading. 

Mitsubishi Electric lost 
Y15 to Y288 on news that it 
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will halt semiconductor 
memory chip fabrication in 
the US. The company's fall 
was in contrast to gains by 
blue-chip electronics compa- 
nies such as Fujitsu, which 
added Y60 at Yl.450. and 
NEC. which rose Y40 to 
Yl, 480- 

Turnover rose to 409m 


shares against 389m on Tues- 
day. The broad-based Topix 
index climbed 27.49 points to 
15.148.95. 

In Osaka, the OSE Aver- 
age gained 291.15 to 
Y14.753.64. 

SINGAPORE continued to 
rally. In busy volume of 
595m shares, the Straits 
Times index advanced 86.75 
to 1.243.27 for a two-day gain 
of 15 per cent. This reversed 
a significant part of the 31 
per cent setback suffered in 
the previous six sessions. 
DBS Bank rose 70 cents to 
S$ 12.00. 

BANGKOK bargain- 
hunters focused on blue 
chips as the baht conti nued 
to rally. The composite SET 
index rose 18.73 or 5.4 per 
cent to 367.69 on Bt3.2bn 
turnover. The hanking sec- 
tor gained 6.2 per cent while 
communications rose 10.2 
per cent. Bangkok Bank 
added Bts.00 at Bt65.00. 

HONG KONG moved 

sharply higher, encouraged 
by softer Interbank rates and 
Wall Street's overnight rally; 
the Hang Seng index surged 
506.55 to end at 9.226^5. off a 
high of 9,316.97. 

China-linked stocks, hard 
hit in recent sessions, were 
back in favour. The red chip 


China-Affiliated Corporation 
index gained 7.6 per cent and 
H shares picked up 6.6 per 
cent. 

JAKARTA shot higher on 
hopes that broad-based 
reforms were in prospect 
after goverament-IMF talks. 
The composite index ended 
21.84 ahead at 4<&98 In turn- 
over that picked up to a 
higher than usual Rp605bn. 
Co n fidenc e was boosted by a 
sharp rise in the rupiah 
against the dollar. 

Late demand for Telkom 
took the shares Rp50 higher 
to Rp3,275, pulling the index 
above the 400-point level 

KUALA LUMPUR rallied 
as the ringgit staged a sharp 
rebound and the composite 
index finished 32.79 higher 
at 536.68. Dealers said they 
saw renewed buying from 
overseas clients who had 
previously reduced their 
weighting in Malaysia. 

SYDNEY closed higher on 
firmer resource stocks and 
news of Rio Tinto's share 
buy-back plans. The All 
Ordinaries index gained 40.0 
or 1.6 per cent at 2,605.3 
while the All Resources 
index rose 4 per cent Rio 
Tinto jumped A$1.S5 to 
AJ18.30 in turnover of 
A$39m. 


would encourage a to turn to 
equities for higher yields. 

Zurich Group eased SFr6 
to SFr686 as the company 
said it still intended to 
expand Into Asian Insurance 
and asset management in 
spite of the collapse of plan 
to buy into Hong Kong’s Per- 
egrine. Against the trend 
Swiss Reinsurance scored a 
good gam, adding SFr56 to 
SFr2£23. 

Ciba Speciality Chemicals 
eased SFrl.25 to SFrl?0.50 
and Clariant lost SFrlO to 
SFTL242 as UBS reiterated 
buy recommendations on 
both stocks. 

MADRID Closed within a 
whisker of its all-time 
record, sustained by 
strength in selected stocks, 
notably Banco Santander. 
The general index closed at 
659.31, up 5.44. just below its 
peak of 660.64 set on January 
5. 

HELSINKI rose 2.6 per 
cent, helped by further 
strength in heavyweight 
technology stock, Nokia. 

The shares gained FM14 to 
FM394. helped by Intel's 
well-received fourth quarter 
positive earnings. The gen- 
eral index closed 86.26 
higher at 3,372^8. 

Written and edited by Michael 
Morgan, Jeffrey Brown, Jona- 
than Ford and Nicholas Miller. 



ket, which has been battered 
by Asia's currency crisis. 

They also said that First 
Pacific’s interest could sting 
San Miguel's founding Sori- 
ano family or a foreign com- 
pany into making a counter- 
offer for the stake. However, 
all will depend upon the 
government's willingness to 
cede San Miguel to a foreign 
buyer. 

San Miguel B shares, 
winch are open to foreign 
investors, climbed 20 per 
cent, dosing at 46 pesos, up 
&50 pesos on the day. The 
domestic A shares added 
ZJ5Q pesos to 36^0. 

Interest centres on 47 per 
cent block of shares owned 
by a government commis- 
sion. 

Talk concerning First 
Pacific’s interest was trig- 
gered last weekend when 
the group said it had bought 
a 2 per cent stake. 

Elsewhere, bine chips 
posted gains, helped also by 
a rising peso. Metrobank 
gained 23 pesos to 233 pesos, 
while Ayala Land added 1 
peso to 14.50 pesos. 
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Venezuela may have taken 
longer than other emerging' 
markets to react to the 
Asian crisis, but when the 
reaction came it was dra- 
matic, in the six days 'to 
Monday, the Caracas stock 
market _ dropped 17.5 per 
cent. -.V'*-’-- 

Although there has been 
some, recovery for the 
benchmark IBC-lndex over 
the past -two- days, it is 
dear that Venezuelan equi- 
ties, which turned in the 
region's best performance 
in 1996 and one of the best 
last year, are once again 
overshadowed . by .uncer- 
tainty. 

The fellnut from the sec- 
ond wave of the Asian cri- 
sis exposed a number of 
cracks in Venezuela's eco- 
nomic foundations, all of 
them recurring headaches 

in this oil-rich economy: oil 
price dependency, currency, 
overvaluation, and elec- 
toral uncertaint y. 

The backdrop for the cri- 
sis came when the price of 
Venezuela's oil basket 
dropped to $13^6. This was 
significantly short of the 
S15J50 budgeted for 1998. Oil 
accounts for 70 per cent of 
Venezuela’s export earn- 
ings and for every dollar 
that the oil price falls, the 
government’s ann ual reve- 
nue diminishes by $lbn. 

Facing an election this 
year, the government will 

be bard put to maintain fis- 
cal discipline. Many legisla- 
tors expect it to water 
down $1.3bn of fiscal cuts 
sought to reduce inflation- 
ary pressure. 

Amid this scenario inves- 
tor confidence has been 
thoroughly shaken. The 
resulting perception, said 
one analyst, “is that the 
currency will not hold up”. 
Not surprisingly, the cen- 
tral bank has been forced 
to draw heavily on its 
reserves in defence of the 
currency. 

On Tuesday, it said it 
would allow the bolivar to 
depreciate at an increased 
rate this year, though still 
short of the expected infla- 
tion rate of 20 to 25 per 




cent. The reference, rate, 
which guides central bank 
intervention, was Bs5i&5 to 
the dollar. This will be 
allowed to depreciate by 
1.28 per cent a month (15.36 ! 
per cent annually), gainst 
the previous target of 1:16 
per cent. According to ; 
some estimates, the bofivar 
is overvalued by as much 
as 30 per cent. 

In an attempt to reduce 
liquidity and prevent addi- , 
tional inflationary pres- 
sure, the central bank on 
Tuesday increased interest 
rates on short-term debt, 
offering 200 basis points 
above current T-bills. 
Yields in the secondary 
market for central -bank 
stabilisation bonds jumped 
400 basis points:, in 
response. V 

Yet some analysts' con- 
sider the central batik's 
measures insufficient. 
“They're temporary, “ said 
Boris Molina, an analyst 
with Deutsche Morgan 
Grenfell in Caracas- “The 
currency will continue app- 
reciating strongly {in real 
terms] making an eventual 
devaluation more likely." 

Others are more optimis- 
tic about currency stability. 
One broker, is marking 
dbwn his year-end '.stock 
market forecast by no mare 
than 5 per cent to a 25-30 
per cent return in dollar 
terms. “Given current vola- 
tility, Venezuela has attrac- 
tive prices.” he said. 

Raymond Colitt 
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